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DIVERSION OF WATER FROM THE NIAGARA RIVER. 



House of Representatives, 

Committee ox Foreign Affairs, 

Tuesday, May 29, 1917, 

The committee this day met, Hon. Hehry D. Flood (chairman) 
presiding. 

STATEHEHT OF ME. A. C. MOEBISON. 

The Chairman. Mr. Morrison, what company are you connected 
with? 

Mr. Morrison. The Union Carbide Co. 

The Chairman. Please state from whom you get your electric 
power. 

Mr. Morrison. We are getting the electric power from all the com- 
panies at Niagara Falls in varying amounts. 

The Chairman. What do you mean when you say that you are 
getting the electric power from all the companies at Niagara Falls? 

Mr. Morrison. Not only the companies on the United States side, 
which would be the Niagara Falls, N. Y., power, but also from the 
power companies on the Canadian side. 

The Chairman. How many companies are there on the Canadian 
side? 

Mr. Morbison. I tKink three.' 

The Chairman. How much poAver do you get from each of the 
companies ? 

Mr. Morrison. I can not give you the amount. The amoimt varies 
according to what they can give us in addition to our contracts. 
We have firm contracts and we take all the additional power they 
can give us. 

The Chairman. How much power do you get from the two Ameri- 
can companies? 

Mr. Morrison. I can not tell you that. That has been varying 
through wide ranges. 

The Chairman. What power have the respective companies? 

Mr. Morrison. I never had anything to do with the contracts. 
That information is in the hands of the engineering force. 

The Chairman. What is your c(Mnpany manufacturing? 

Mr. Morrison. We manufacture at the present time at Niagara 
Falls chiefly ferro alloys. Ferro alloys are a combination of iron 
with various elements or rare metals. Our chief product is ferro- 
silicon, which is used by the steel companies in purifying the steel. 
AVe are very nearly the only source of supply now, because embargoes 
Jiave been made against the shipment of ferrosilicon from the 
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4 DIVEKSION OF WATER FROM THE NIAGARA RIVER. 

divert water for power purposes additional to the 6,500 cubic feet per second, 
the amount of water being diverted by said company on the date of the approval 
of said resolution, such additional amount not to exceed a daily diversion at the 
rate of 2,285 cubic feet per second. This permit, unless sooner revoked, shall 
expire in any event with the 30th day of June, 1917, and is subject to further 
conditions as follows : 

1. The permittee shall furnish the United States Engineer officer, Lake Sur- 
vey Office, Detroit, Mich., on or before the 25th day of January, 1917, a com- 
plete list of all individuals, companies, and corporations to which it is now 
delivering power, or has delivered power within the past four months, together 
with the amount furnished to each, and the limit between which the amount 
furnished to each individual, company, or corporation has varied, and shall also 
furnish him promptly a complete list of all Individuals, companies, or corpora- 
tions to which additional power is furnished between this date and the 1st day 
of July, 1917, together with the amount of power allotted to each, and shall 
also certify In each case of the delivery of additional power, whether the Indi- 
vidual, company, or corporation to which delivery is made has increased the 
capacity of its power-using appliances since this date. 

2. The permittee shall make, under the supervision of an authorized inspector 
of the United States, measurements in its intake canals of such a character and 
at such times as may be deemed necessary to show the amount of water 
diverted. 

3. The permittee shall keep such records as will show at any time the com- 
bined continuous output of its power stations and of the power stations of the 
consumers to whom water power or mechanical horsepower is furnished. 

4. The power stations of the permittee and of the consumers to whom water 
power or mechanical horsepower is furnished, together with their operation 
records, shall be subject to inspection at all times by authorized inspectors of 
the United States. 

5. The Secretary of War has the right at any time to modify the form of this 
permit, to change the method or plan of measurement herein prescribed, or to 
substitute other methods of measurement, whenever, in his judgment, such 
modifications, changes, or substitutions are necessary to carry out the provisions 
Qt the said joint resolution, and the further right to revoke said permit at will. 

Witness my hand this 19th day of January, 1917. 

Wic. M. Inobaham, 
Acting Secretary of War. 

PEBMIT FOE ADDITIONAL DIVEBSION OF WATEB FBOM THE NIAGABA EIVEB. 

Subject to the provisions of the joint resolution of Congress approved Janu- 
ary 19, 1917, "Authorizing the Secretary of War to issue temporary permits 
tor additional diversions of water from the Niagara River," permission, revo- 
cable at will, is hereby given the Niagara Falls Power Co., of Niagara Falls, 
N. Y., to divert water for power purposes additional to the 8,000 cubic feet per 
second, the 'amount of water being diverted by said company on the date of the 
approval of said resolution, such additional amount not to exceed a daily diver- 
sion at the rate of 1,400 cubic feet per second. This permit, unless sooner 
revoked, shall expire in any event with the 30th day of June, 1917, and is sub- 
ject to further conditions as follows : 

1. The permittee shall furnish the United States Engineer officer, Lake Survey 
Office, Detroit, Mich., on or before the 25th day of January, 1917, a complete 
list of all individuals, companies, and corporations to which it is now deliver- 
ing power, or has delivered power within the past four months, together with 
the amount furnished to each, and the limit between which the amount furnished 
to each individual, compaay, or corporation has varied, and shall also furnish 
him promptly a complete list of all Individuals, companies, or corporations to 
which additional power Is furnished between this date and the 1st day of July, 
1917, together with the amount of power allotted to each, and shall also certify 
In each case of the delivery of additional power, whether the individual, com- 
pany, or corporation to which delivery is made has increased the capacity of its 
power-using appliances since this date. 

2. The permittee shall make, under the supervision of an authorized inspec- 
tor of the United States, measurements in its intake canals of such a char- 
acter and at such times as may be deemed necessary to show the amount of 
water diverted. 
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3. The permittee shall keep such records as will show at any time the com- 
bined continuous output of its power stations and of the power stations of the 
consumers to whom water power or mechanical horsepower is* furnished. 

4. The power stations of the permittee and of the consumers to whom water 
power or mechanical horsepower is furnished, together with their operation 
records, shall be subject to inspection at all times by authorized inspectors of 
the United States. 

5. The Secretary of War has the right at any time to modify the form of this 
permit, to change the method or plan of measurement herein prescribed, or to 
substitute other methods of measurment, whenever, in his judgment, such 
modifications, changes or substitutions are necessary to carry out the provisions 
of the said joint resolution, and the further right to revoke s^id permit at will. 

Witness my hand this -lOth day of January, 1917. 

Wk. M. Inobaham, 
Aeti/nff Secretary of War. 

Summarizing them, the permittee shall furnish the United States 
Engineer office at Detroit on or before the 25th day of January, 
1917, a complete list of all individuals, companies, and corporations 
to which it is now furnishing power or has furnished it within the 
last four months, together with the amount furnished to each, and the 
limits between which the amounts furnished to each individual and 
company have varied, and shall also furnish a list of all individuals, 
compames, or corporations to which additional power is furnished 
between the date of the granting of the permit and the 1st day of 
July, 1917, together with the amount of power allotted to each, and 
shall certify in each case of delivery of additional power whether 
the individual, company, or corporation has increased the capacity 
of its power-using appliances since the date of the grant. 

You may remember that our intention was to take care only of 
the existing facilities, either in the power company or in the dis- 
tributees of its power and not, without a radical reorganization of the 
entire power situation, authorize or even countenance an increase of 
power-using machinery or power-developing machinery. 

Second, the permittee shall, under the supervision of an authorized 
inspector, make measurements in its intake canals of such character 
and at such times as may be necessary to show the amount of 
diversion. 

Third, the permittee shall keep such records as will show at any 
time the combmed, continuous output of its power station and of the 
power stations of the consumers to whom water power or mechanical 
horsepower is furnished. 

Fourth, the ^ower stations of the permittee and of the consumer 
to whom vrater power or mechanical power is furnished shall be 
subject to inspection at all times by authorized inspectors of* the 
United States. 

Fifth, that the Secretary of War reserves the right to modify the 
form of the permit, to change the method or plan of measurement, 
and to substitute other methods of measurement, and to make any 
other modifications necessary to carry out the provisions of the joint 
resolution, and, further, the right to revoke the permit at will. 

The second permit, which isadentical in form, out not identical in 
quantity of authorized diversion, is to the Niagara Falls Power Co., 
and authorizes an additional diversion of 1,400 foot-seconds. The 
language of the restrictions and condition is identical in the two cases. 

The Chairman. Is that a permit for 1,400 cubic feet additional or 
is it a permit for the whole amount? 
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Secretary Baker. It is for 1,400 cubic feet additional to the 8,600 
cubic feet already diverted by that company. 

The Chairman. Under what permit do they divert the 8,600 feet? 

Secretary Baker. That, of course, is a question that has been long 
agitated here. They claim to divert it under authority granted them 
by the State of New York prior to the intervention of the Federal 
Crovernment in this business at all ; and, so far as I know, the 8,600 
feet is the amount they were diverting at the time your legislation 
began to operate upon them. Am I not right about that, Gen. Black? 

&en. Black. Yes, sir. 

The Chairman. Yes ; that is right. 

Col. Keller. I might amplify that by saying that 8,600 is the 
amount they were authorized to divert in accordance with the permit 
issued under the terms of the Burton Act. When that act lapsed, the 
War Department notified these people that it could not issue new 
permits, out that if they diverted no more water than they had been 
the War Department would take no action in the matter. 

The Chairman. Under the Burton Act, which expired in 1913, the 
Niagara Falls Co. and the Hydraulic Power Co. asked for and re- 
ceived permits to divert 15,100 cubic feet per second ? 

Secretary Baker. Yes. They were found diverting that under 
what they claimed to be authority from the State of New York. 

The Chairman. When the treaty was entered into ? 

Secretary Baker. Yes. 

The Chairman. But still they asked for and diverted for a number 
pf years under the Burton Act this 15,100 cubic feet? 

Secretary Baker. Oh, yes. 

The Chairman. Is it your view of the joint resolution of January, 
1917, that permits for that 15,100 feet should not be granted by the 
War Department under that law ? 

Secretary Baker. We did not regard the joint resolution of Janu- 
ary as authorizing us either to extend the official approval of the 
United States to the 15,100-foot diversion or to withdraw it, but 
rather as leaving that question undetermined as being a conflict be- 
tween the Federal Government and these diverters as to the authority 
for that diversion. They claim they divert under authority of origi- 
nal charters from the State of New York, and I suppose the Federal 
Government desires to claim — I should claim for it — that no inter- 
vention of the State of New York made any difference after the 
Government had acted upon the subject ; but this was merely to tide 
over a temporary situation and not to solve that dispute. 

The Chairman. That was not our intention in passing the law. 
The purpose of Congress was to authorize the Secretary of War to 
issue permits for the whole 20,000 cubic feet to these two companies, 
temporary revocable permits which he could issue up to the 1st of 
July, 1917. 

Secretary Baker. I think by implication we have done that ; that 
is to say, we have authorized them to divert additional water to the 
8,600 cubic feet, which is an implied authority, but the expiration 
of that license does not bring about an expiration of the right to the 
8,600 feet, and there is no concession on their part by the acceptance 
of the additional permits that 8,600-foot right expires when the 
other one does. 
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The Chairman. If thiey went on diverting the 15,100 feet and did 
not divert any more they would not be subject to the penalties of the 
law of January, 1917 ? 

Secretary Baker. I think not, sir. 

Mr. HuDDLESTON. The resolution so provided. 

The Chairman. I have the resolution here, aad I think that is a 
proper construction of it. 

Mr. Smith. That was the intention of the resolution, and I think it 
was the language of the resolution also. 

Mr. HuDDiiBSTON. If I recall the terms of the resolution, the resolu- 
tion provides that if they continued to divert, after the date of ex- 
piration, any water diverted under that resolution they should bp 
guilty of an offense, etc, or something like that. 

ThB Chairman. Yes. 

Gen. Black. The resolution related to the extra water at that time 
going to waste. 

Secretary Baker. The title of the resaluti(H| is ^^Authorizing the 
Secretary of War to is&ue tempor^'Py permits for additioiial diver- 
sions of water from the Niagara Hivar. 

Mr. Miller. By implication that would mefin m authorisation to 
issue permits for the 8,600 feet, too. 

Secretary Baker. I hardly think so. It would be a legislative 
recognition of the ri^ht, temporarily at least, ^ divert 8,600 feet. 

Mr. Huddleston. Was not that question euppessly saved by tbfi 
resolution? 

Secretary Baker. I know that was our common intention. I dq 
not know about the language of it, a^ I have i^ot the language before 
me, and have not the language accurately in mind. 

Mr. Miller. The resolution authorized the Secretary to issue per- 
mits for an additional amoqnt of water. That presupposes they are 
going to have the right to use a certain amount pi water. 

Secretary Baker. I think that is so. 

Mr. Miller. And I should think the Secretary under that resolu- 
tion would have authority to authorize the diversion of the 8,600 
cubic feet, and so on, and then the additional amount of 1,400 feet, 
and so on. 

Secretary Baker. It might be that that is so, but I am a little at a 
loss to know just how the question arises. Is there some contention 
that, unless the pending resolution is adopted, the right to take the 
8,600 cubic feet will have expired and somebody will stop it ? 

The Chairman. I do not think so. I think that the question, so 
far as the penalties are concerned, is made clear by the act; that if 
this temporary resolution is not reenacted and the time is not ex- 
tended, that after the 1st of July these companies can go on and 
divert what thev were diverting prior to the adoption of this resolu- 
tion without subjecting, themselves to the penalties of the resolution 
of last January; but I asked the question merely to ascertain the 
view of the Secretary, so that we might have that before us in fram- 
ing the next temporary resolution. 

Secretary Baker. Unless you took some sort of action additional 
to what you have already talten, I should not feel I had been author- 
ized by an action of Congress to attempt to control these companies 
in the diversion of the amounts which they were found diverting at 
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the time of the enactment of the Burton Act and continued under a 
permit after that. 

Mr. HuDDLESTON. May I call your attention to a provision in the 
resolution itself which I have here? 

Secretary Baker. Certainly, Mr. Huddleston. 

Mr. HuDDi^STOK. ^^And nothing herein contained shall be held to 
confirm, establish, or confer in or upon any such permittee any right 
in or to the water which he is now diverting or which he may be 
authorized to divert hereunder." 

So that question was saved, according to your impression ? 

Secretary Baker. Yes; the joint resolution was neither a con- 
firmation nor a revocation of earlier rights. 

Mr. MiiiLER. I notice, Mr. Secretary, that the proposed resolution, 
drafted, I presume, by the Chief of Engineer's Office, is identical 
with the one we passed last January with two exceptions : A minor 
one changing the date to March 4, 1919, and the other is the in* 
sertion of a clause right after the authorization of the Secretary to 
grant permits, in subibance, " under such rules and regulations as he 
may prescribe." Can you state briefly what additional authority 
you think that will confer upon the Secretary ? 

Secretary Baker. I thought that was in the other resolution. 

Mr. MnjiiER. I think not. 

Gen. Black. The reasons are given in the letter which you have 
before you, Mr. Secretary. 

Secretary Baker. I will read from the letter so as to get it. in the 
record: 

Our present national situation demands that the Secretary of War be able 
to determine the use of the power generated from the waters authorized to be 
diverted from Niagara River, the character of the products made, their quantity 
and the actual cost of making them, etc., so that the United States may be in a 
position not only to know what products can be used In the national defense 
and a reasonable price to pay for the same, but also to insure that special 
privileges accorded in the existing emergency shall not be exercised simply 
for the advantage of individuals, but are so safeguarded as, to insure fair treat- 
ment of the public in general. It is understood that at present some of the in- 
dustries using electric energy derived from water at Niagara Falls are demand- 
ing and receiving for their product prices far greater than the actual cost of 
production plus a fair profit. 

Such a condition should not be permitted to continue with reference to the 
portion of their product derived frou) the power generated under the revocable 
permits now proposed. 

And in addition to that, there are a number of electrochemical and 
other electrical industries at Niagara Falls, and it may be important 
for the Secretary of War to have the right to accord priorities and 
precedences in the distribution of power; Some or the ferrono 
alloys, for instance, may become very important in the production of 
certain grades of steel, and it may be that at proper prices for those 
alloys, they would not be able to compete on a mere price basis for the 
electrical energy generated there, and we ought to be in a position to 
assign so much power as may be necessary for the industries of 
paramount importance. 

Mr. Miller. I had rather assumed that the Secretary had that 
authority under the i-esolution passed in January. If he has au- 
thority to issue permits, he has authority to prescribe reasonable 
regulations surrounding the exercise of them. 
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Secretary Bakeq. In the permit which I did issue and the sub* 
stance of which I read to you, you probably observed that the only 
limitation then thought possible to impose by reason of the language 
of the resolution dealt with the question of restricting the distribu- 
tion of power to companies equipped to receive it at uie time of the 
passage of the resolution^ and were aimed at discouraging the crea- 
tion of additional facilities in anticipation of a continuation of the 
permit. 

Mr. Huddleston. Mr. Secretary, may I call your attention to your 
letter to the chairman of the committee dated February 3, 1917, in- 
closing a memorandum prepared by the Chief of Engineers dated 
January 30, 1917 ? Have vou that matter fresh in your mind ? 

Secretary Bakes. In what relation, Mr. Huddleston? I remem- 
ber it pretty accurately. 

Mr. Huddleston. There are quite a number of items in it. 

Gen. Black. I will give the Secretary a copy of that. 

Mr. Huddleston. I want to ask your permission to put it in the 
hearings to-day so that we may have it in our hearings. 

Secretary Baker. I remember this memorandum very well. I 
went over it carefully and personally at the time and it covers the 
whole history of that situation. 

Mr. Huddleston. That is why I thought we ought to have it in the 
hearings. 

Secretary Baker. Yes; I will be very happy to have it in the hear- 
jnga 

Mr. Huddleston. Mr. Chairman, I suppose there will be no objec- 
tion to that? 

The* Chairman. None whatever. 

(The paper referred to follows:) 

Wab Depabtment, 
Washington J Fehr^iary 5, 1917. 

My Deab Sib: On January 25 you wrote me, inclosing a copy of a suggested 
amendment to H. R. 20115, Introduced by Mr. Smith of New York, for the regu- 
lation of Niagara River below the Falls, and asked me to advise the Foreign 
Relations Committee if an amendment along the lines suggested would meet 
with the views expressed by the Chief of Engineers and me relative to the 
investigation of the question. 

Gen. Black and I have examined the proposed amendment, and concur In 
believing that a full exposition of the views of the department may be of interest 
to the committee. Gen. Black has set forth these views in a memorandum, which 
I herewith inclose and which has my approval. 
Cordially, yours, 

Newton D. Bakeb, 

Secretary of War. 
The Chaibman Committee on Fobeign Affaibs, 

House of Representatives. 



Wab Depabtment, 
Office of the Chief of Engineebs, 

Washington, January 30, 1917. 
(Memorandum for the Secretary of War.) 

Subject : Policy concerning legislation in connection with the diversion of water 
from Niagara River. 

1. In connection with the letter herewith, dated January 25, 1917, from the 
chairman of the House Committee on Foreign Affairs, inclosing for the views 
of this department thereon a suggested amendment to section 1 of H. R. 20115, 
Sixty-fourth Congress, second session, for the control, regulation, and use of 
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the waters of the Niagara River below Niagara Falls, and for other purposes, 
I beg to submit the following : 

2. For some time preceding the passage of the act of Congress approved 
June 29, 1906, there had been in existence a popular movement to prevent 
damage to Niagara Falls by the diversion of water from tlie Falls by power 
companies, the most important of which were at that time upon the New York 
side. Leaving out of consideration the small diversion made through the Erie 
Canal by the Locljport Hydraulic Co., amounting to 500 c. f. s., the remaining 
diversions from the Niagara River above the Falls were then, as now, being 
made by the Niagara Falls Power Co. and the Niagara Falls Hydraulic Power & 
Manufacturing Oo. (now the Hydraulic Power Co.) 

3. The Niagara Falls Power Co. had at that time completed its plant in 
substantially the condition in which it now exists. It had two power houses, 
containing 21 units of about 5,000 horsepower each, discharging into a tailrace 
tunnel, with its outfall just below the highway bridge across the Niagara 
River. The total installed capacity of this company was, and is therefore, 
about 105,000 horsepower, for which it was at that time diverting somewhat in 
excess of 10,000 c. f. s. This company based its right to divert water from the 
Niagara River upon patents and grants from the State of New York giving to 
the company, as it claims, the right to take from the Niagara River about the 
Falls in perpetuo a quantity of w^ater sufficient to make 200,000 horsepower. 

4. The Hydraulic Power Go. in 1906 had its power house No. 2 in actual 
operation, containing a somewhat miscellaneous collection of hydraulic and 
electrical machinery and diverting approximately 3,000 c. f. s., and had be^q. 
the construction of its power house No. 3, designed to take a considerably- 
larger quantity of water and to replace in part less efficient machinery belong- 
ing to the same company. The headrace canal of this company was then in 
process of enlargement. This company is chartered under the laws of the 
State of New York, which authorizes it to use such quantity of water " as may 
be drawn by means of the hydraulic canal of said company when enlarged 
throughout Its entire length to a width of 100 feet and to a depth and slope 
sufficient to carry at all times a maximum -uniform depth of 14 feet of water.'* 
This definition of its rights is somewhat vague, but the capacity of the channel 
has been computed to be about 9,500 c. f. s. without material diminution of the 
head. This grant is also perpetual. The diversion operations of neither com- 
pany are subject to any supervision or restrictions on the part of the authori- 
ties of the State of New York. In 1906 there were also three companies on the 
Canadian side above the Falls which were beginning the construction of power 
stations. Thse companies were the Ontario Power Co., the Electrical Develop- 
ment Co., and the Canadian Niagara Power Co. At the time that the agitation 
for the preservation of Niagara Falls began these plants had practically only 
been begun, and they were at that moment not making any very considerable 
diversion from the river, although their plans and the grants from the Cfina- 
dian authorities contemplated the eventual diversion of approximately 30,Q0O 
c. f. s. The magnitude of the contemplated diversions on the Canadian side 
and the operations of enlargement in progress or contemplated to be begun in 
the near future on the New York side fully justified the apprehensions of those 
who sought to safeguard the Falls from damage, and as a consequence of 
widespread public interest in the matter Congress passed the act which has 
since been known as the Burton Act. 

5. The activities of this department in connection with the diversion of water 
from Niagara River began with the act of Congress approved June 29, 1906, 
commonly known as the Burton Act, for the control and regulation of the waters 
of Niagara River for the preservation of Niagara Falls, and for other purposes. 
The act was a temporary measure, passed at the suggestion of the President, 
pending the negotiation of a treaty with Great Britain wuth relation to the di- 
version of boundary waters, and was limited to three years. It contained a pro- 
vision, section 4, requesting the President of the United States " to open nego- 
tiations with the Government of Great Britain for the purpose of effectually 
providing, by suitable treaty with said Government, for such regulation and 
control of the waters of Niagara River and its tributaries as will preserve the 
scenic grandeur of Niagara Falls and of the rapids In said river." The act 
authorized the Secretary of War, in his discretion, to grant permits to the indi- 
viduals, companies, or corporations " which are now actually producing power 
from the waters of said river or its tributaries in the State of New York or from 
the Erie Canal." The amount of water that could be authorized by such per- 
mits was limited to 15,600 cubic feet per second, a volume of water sufficient to 
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supply sucli plants as were either then completed or In process of construction. 
It further authorized the granting of permits for the transmission of electrical 
power from Canada to a limit of 160,000 horsepower and of revocable permits 
" for the diversion of additional amounts of water from the said river or its 
tributaries to such amount, if any, as in connection with the amount diverted 
on the Canadian side shall not injure or interfere with the navigable capacity 
of said river or its integrity and proper volume as a boundary stream or the 
scenic grandeur of Niagara Falls." Accordingly, permits for the diversion of 
water were issued to the existing companies, as follows: The Niagara Falls 
Power Co., for 8,600 c. f. s. ; the Lock'port Hydraulic Co. (now the Hydraulic 
Race Co.), for SCIO c. f. s.*; and the Niagara Falls Hydraulic Power & Manufac- 
turing Co. (now the Hydraulic Power Co.), for 6,500 c. f. s. Section 6 of the 
Burton Act made an appropriation of $50,000 for accomplishing the purposes 
detailed in the act. These purposes were, briefly, to insure that diversions 
should be restricted to the limits stated in permits authorizing them to be made, 
and to ascertain in advance the effect of further possible diversions as author- 
ized in section 2 of the act. All investigations in connection with the permits 
issued under section 2 and the revocable permits thus conditionally authorized 
were confided to the United States Lake Survey, which, acting under the author- 
ity of the Secretary of War and the Chief of Engineers, limited its observations 
to the close study and ascertainment of the effects of existing and contemplated 
diversions from the Niagara River above the Falls. The exhaustive investiga- 
tions then made proved conclusively that diversions authorized by the Burton 
Act |o be made by the two New York companies, and those which were contem- 
platM on the Canadian side under definitely fixed plans, would considerably 
injure the scenic grandeur of Niagara Falls, and it was at that time recom- 
mended that no additional diversions be permitted on the New York side, unless, 
as was suggested, remedial works could be supplied above the Horseshoe Falls 
which would neutralize the damage done to them. Beginning with the passage 
of the Burton Act and continuing to the present time the War Department, 
through the Lake Survey Office, has exercised close supervision over the New 
York power companies and has kept itself minutely informed as to the total 
effects upon Niagara Falls produced by the diversion of all the companies. 

6. In consequence of the provisions of section 4 of the Burton Act, negotia- 
tions were initiated between the United States and Great Britain for the formu- 
lation of a treaty which should provide " for such regulation and control of 
the waters of Niagara River and its tributaries as will preserve the scenic 
grandeur of Niagara Falls and of the rapids in said river." The resulting 
treaty, proclaimed May 13, 1910, is, however, broader in its scope and, as stated 
in the preamble, is designed " to provent disputes regarding the use of bound- 
ary waters," etc. As shown by the second and fifth paragraphs of Article 
VIII, the general principle underlying the treaty is that of equal and similar 
rights in the use of boundary waters, but an exception appears in Article V 
which relates especially to diversions from the Niagara River above the Falls, 
in that this article authorizes the .United States to divert " not exceeding in 
the aggregate a daily* diversion at the rate of 20,000 cubic feet of water per 
second," whereas the Dominion of Canada is authorized to make a corre- 
sponding diversion not exceeding 36,000 cubic feet of water per second. In 
view of the assent of the United States to the policy of equal and similar rights 
in the use of boundary waters, and more particularly in the application of this 
policy to the St. Marys River at the Falls, where at least two-thirds of the flow 
is on the United States side of the boundary, it is difficult to understand the 
unequal division of the waters at Niagara Falls, particularly as it is well 
known that in addition to the much greater diversion which Canada makes at 
the Falls, it is also diverting a very large, though not definitely ascertainable 
amount through the Welland Canal, In large part for power purposes. While 
it is possible that the American commissioners were moved to agree to the 
division of waters stated in Article V by a knowledge of the fact that there 
was being diverted from Lake Michigan, through the Chicago River by the 
Chicago Sanitary Canal, a large volume of water, varying in amount but 
frequently in excess of 8,000 c. f. s., the records of the State Department fail 
to show that the Chicago diversion was an actual moving consideration in the 
determination of the limits set by Article V, and the preliminary article of the 
treaty shows that " boundary waters are defined as the waters from main 
shore to main shore of the lakes and rivers and connecting waterways, or the 
portions thereof, along which the international boundary between the United 
States and the Dominion of Canada passes." Under this definition and from 
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a reading of Article I it is fair to assert that Lake Michigan was not considered 
as a boundary water and that diversions from it could not with propriety have 
been regarded as subject to negotiation. 

7. While undoubtedly the Chicago diversion is not authorized by law, and 
while four times as much power could be generated from this amount of 
water at Niagara Falls as is actually generated at Lockport on the sanitary 
canal and at other places below Lockport in the Des Plaines and Illinois Riv- 
ers, past which this diversion water flows, the fact of the Chicago diversion 
and its relative inefficiency does not, in my opinion, justify the unequal 
division of water at Niagara Falls, particularly since the Canadian authori- 
ties appear to be assuming, without notice to the United States, the right 
to make diversions from Lake Erie above the mouth of the Niagara River 
in quantities suiting their own pleasure. Though the treaty has served a 
useful purpose, it is evident that its provisions do not cover the ground as 
adequately as might be desired, and apparently the time has come for con- 
sidering the advisability of entering into negotiations for the formation of a 
new treaty which shall more equitably adjust the rights of the two countries 
and settle more positively matters that the treaty now leaves In doubt. This 
is particularly true as regards diversions of Niagara River below the Falls, 
for which the treaty makes no special provision other than those in Article III. 
In addition it is desirable that provision shall be made for the creation of 
remedial or compensating works Immediately above the Falls. 

8. The provisions of the Burton Act were several times extended, but finally 
expired on March 4, 1913. Meantime the treaty between this countra|and 
Great Britain had been negotiated and proclaimed May 13, 1910, authcMzlng 
the diversion on the American side of 20,000 c. f. s., but no permanent legisla- 
tion has since then been enacted by Congress to authorize the Secretary of 
War to issue permits for the full amount of diversion. 

9. Ever since the passage of the Burton Act in 1906, and especially since 
the treaty was proclaimed May 13, 1910, this department has been repeatedly 
asked for its views concerning diflPerent bills proposing to deal with the 
situation, and it has been Importuned by parties desirous of obtaining per- 
mission for the diversion of water from this river. Numerous reports have 
been made in regard to this legislation and considerable correspondence had 
in connection with the applications for the unallotted 4,400 c. f. s., the difference 
between the amount authorized to be diverted by the Burton Act and the 
amount mentioned in the treaty. In some Instances the proposed legislation 
contemplated the elimination of the existing companies which, as stated, are 
operating under grants from the State, practically unlimited as to duration. 

10. In the Falls of Niagara the world has one of its grandest and most 
majestic national wonders. Also It has there a source of power practically un- 
excelled In amount and convenience of location. There is no question but that 
while tht beauty and grandeur should be preserved, the source of power should 
be utilized to the maximum extent possible. There is thus presented a prob- 
lem of magnitude, but not one which is unsoluble. Study and care are essential 
if the best results are to be obtained. In my judgment piecemeal legislation 
authorizing piecemeal development is inadvisable. Congress should have before 
it full information as to what can be done in the way of protecting and com- 
pensating construction which will permit the maximum diversion of water 
from the higher level or levels and as to how water thus diverted can be most 
fully utilized in the production of power. Though the views of this department 
have been requested repeatedly as to partial aspects of this question, it has 
never been authorized to make a full investigation. 

11. I therefore recommend that any legislation which may be deemed desir- 
able at this time in regard to the diversion of water from the Niagara River 
for power purposes be made broader than have been the proposed bill hitherto 
considered, so as to cover diversions from either above or below the Falls or 
from Lake Erie, It being understood that the diverted waters may, after use, 
be delivered either Into the Niagara River or Into Lake Ontario as may here- 
after be determined to be most advantageous. 

As a condition preceding the issue of any permit the Secretary of War should 
be authorized to make an investigation of comprehensive character so as to 
determine the best method of utilizing the diverted water and the economic pos- 
sibility of combining the development of power with facilities for navigation. 

12. The issue of permits should be made discretionary with the Secretary of 
War, and he should be authorized, if, in his judgment, the public interest so 
demands, to issue a single permit for water taken above the Falls, for water 
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taken below the Falls, or for both combined, for the diversion of all water 
which, in his opinion, may be diverted from the Niagara River without detri- 
ment to the scenic grandeur of the Falls, the navigable capacity of the Niagara 
River and its integrity and proper volume as, a boundary stream, such i)ermit 
for water diverted above the Falls to be conditioned upon the acquirement by 
the beneficiary by due legal process of all rights and property belonging to the 
two power companies now diverting water at Niagara Falls. To faqilltate the 
extinguishment of the rights of the existing companies and the consolidation 
of their diversions Into a single one suitable provision should be made for 
conferring upon the selected permittee the right to exercise the power of emi- 
nent domain in the name of the United States, or the Secretary of War should 
be given the right to exercise this power in a manner similar to that employed 
in the case of the St. Marys Falls Ship Oanal, provision for which was made in 
sections 11 and 12 of the river and harbor act of March 3, 1909. 

13. The contemplated act should provide specifically that, except as the Sec- 
retary of War may, for satisfactory reasons, authorize a departure from the 
rule, all permittees thereunder must sell all of the electrical energy resulting 
from the permitted diversion directly to the public, subject to the jurisdiction 
of the local public-service commissions, or, if no such commissions exist, then 
under the regulations and supervision of the Interstate Commerce Commission. 

14. In order that the industries of the country may suffer a minimum of loss 
due to delay, it is recommended that a request be made that the limiting time 
of the joint resolution dated January 19, 1917, and entitled " Joint resolution 
authorizing the Secretary of War to Issue temi)orary permits for additional 
diversions of water from tne Niagara River," be extended for one year. The 
propriety of talcing the necessary steps for the amendment of the existing 
treaty is also suggested. 

15. It is my opinion that no Federal permit for the development of power 
from Niagara Falls should issue until after the entire question has been fully 
Investigated in all of its aspects as outlined in this memorandum. The cost of 
such an Investigation would be about $25,000 and this work could be completed 
within six to eight months from the passage of the act. 

William M. Black, 
Brigadier Qeneral, Chief of Engineers. 

Mr. HuDDLESTON, I waiit to especially direct your attention to 
section 7, the sentence beginning about the middle of the section : 

Though the treaty has served a useful purpose. It Is evident that Its pro- 
visions do not cover the ground as adequately as might be desired (referring 
to the treaty between the United States and Great Britain), and apparently 
the time has come for considering the advisability of entering Into negotia- 
tions for the formation of a new treaty which shall more equitably adjust the 
rights of the two countries and settle more positively matters that the treaty 
now leaves in doubt. 

Have you any comment you would like to make on that matter 
further than that statement? 

Secretary Baker. None except what follows in the letter itself, 
Mr. Huddleston, and that is that the treaty, as you will all remem- 
ber, deals solely with the diversion of water at the Falls itself, from 
the level of the river above the Falls. Very many projects have 
been presented to your consideration, and pressed on ours, dealing 
with the use of the water from the foot of the Falls to the end ot 
the rapids, and taking advantage of the additional fall that is 
involved. The treaty, as I understand it, does not cover any of 
that, and it would seem desirable, in comprehensive readjustment of 
the use of power at the Falls, to have a fresh treaty stipulation 
which would cover the complete diversion from the river, both 
above the falls and above the rapids. 

Mr. HuDDLiBSTON. Now, then, may I call your attention to sec- 
tion 10 of the memorandum, and while Gen. Black's name does not 
appear at the end of this memorandum, I presume it was prepared 
by him. 
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Secretary Baker. When it is put in th^ record the second time 
it ought to appear as signed by Gen. Black, because, of course, it 
was prepared by him. 

Mr. HuDDLESTON. He says: 

tn my judgment piecemeal legislation authorizing piecemeal development is 
inadvisable. Congress should have before it full information as to what can 
be done in the way of protecting and comi)ensating construction which will 
permit the rhaximum diversion of water from the higher level or levels and as 
to how water thus diverted can be most fully utilized in the production of 
pow^t". Though the views of this department have been requested repeatedly 
a6 to partial effects of this question, it has never been authorized to make a 
full investigation. 

Have you anything you would like to say with reference to that ? 

SecretaJy BAKElt. At the last hearing you will recall, Mr. Huddle- 
stoh, We had some discussion of the mode of maximum development, 
and i undertook to express a somewhat hasty engineering opinion 
that the greatest Use of the water would be gotten by getting it in 
one full developinent, having a detour canal which would run 
around over the high land, with its outlet at Lewiston, and not have 
two bites at one cherry, and there was some discussion as to whether 
the frictional factor of two uses of the water as against one use 
was a sufficient loss, and whether it was the only loss that was in- 
volved in having the water used at the falls and then below the 
rapids. I think the general feeling at the time we had the other 
hearing was that nobody could guess very well, and that a thorough- 
going inquiry into it by the engineers of a more comprehensive and 
detailed character than had ever been made will be a very desirable 
basis for comprehensive legislation when you came to enact it. 

Mr. HuDDLESTON. The question of navigation between Lake Erie 
and Lake Ontario was also mentioned at that time, as to whether 
it would be possible to have a canal on the American side. 

Secretarv Baker. I think it was. 

Mr. HuDDLESTON. And there was also the question of the sanita- 
tion of the city of Buffalo, and a proposition touching that question 
had been before the committee. 

Secretary Baker. I flo not understand that you are inviting me 
to express an opinion on that subject, but I am perfectly willing to. 

Mr. Huddleston. I was going to invite your opinion as to whether 
or not this resolution that we now have before us should not have 
added to it direction to the department to investigate the entire 
situation. 

Secretary Baker. I should be very happy to have that authority 
granted to the Chief of Engineers. 

Mr. Huddleston. And to begin it now, so that we may have this 
information before us when we come to pass general legislation on 
the subject. 

Secretary Baker. Exactly; and I would like to interject in the 
record now, if you do not mind, my most positive conviction that it 
is wicked to allow any American city, whether it is Buffalo or Cleve- 
land or any other city, to continue to pollute great waters like these 
lakes with their sewage. It is unscientific, insanitary, disgusting, 
and entirely at variance with any wise practice or policy. 

Mr. Huddleston. And also unnecessary. 

Mr. Baker. Wholly unnecessary. 
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Mr. MiLUBR. Mr. Secretary, reverting to th^ reason for the passage 
of this resolution, as I recall one of the main reasons we had in 
passing the one last winter was that the city of Buffalo was de- 
veloping a power plant, that one unit .was about completed, and addi- 
tional units were soon to be completed, and it was thought, as I 
recall it, that by the 1st of July the power plant would be completed 
and there would be no necessity for authorization to divert this addi- 
tional amount after July 1. Now that will confront us when we 
present this bill on the floor, and I think some statement should be 
made showing that there have arisen- new conditions or additional 
reasons for further development after July 1. 

Secretary Baker. You will recall that I told the conmiittee at the 
last hearing that, acting under a misconception of the powers of the 
Secretary, I had granted a temporary permit without your authority, 
to. expire, as I recall, the 1st of November, on the belief that the 
power plants of the Buffalo Electric Co., then in process of erection, 
would be ready to install its first large unit — and I forget the exact 
size, but I think they are of 25,000 kilowatt capacity — ^by the 1st of 
November. It turned out that the first unit was actually installed 
at some such time, but that it had not had its experimental tests and 
was really not ready for actual operation ; and in the meantime the 
demand for power for industrial uses in Buffalo had grown, and 
there then seemed a menace of withdrawal of power which had pre- 
viously been imported from Canada. I do not know what the fact is. 
There seems to be some dispute about the fact as to whether actual 
withdrawals of power previously imported from Canada have been 
made. One set of persons who have undertaken to inform my judg- 
ment about it tell me there have been no actual withdrawals in the 
quantity of power, but that the percentage of Canadian-developed 
power allotted to America has not been maintained, and they have 
increased their capacity without increasing our allotment. Others 
say there has been an actual withdrawal of previously imported 
power. I personally do not know that fact. Probably Gen. Black 
does. 

Col. Keller. We have some figures on that, and undoubtedly at 
present there is being imported into the United States considerably 
less power than at some time in the recent past was imported from 
Canada. 

Secretary Baker. And to finish answering your question with that 
put in as a part of my answer, perhaps, the Buffalo power station 
has, J think, two units now in operation — ^that is, my latest informa- 
tion about it — ^but they are not adequate to take up the increased de- 
mand and to make up for the shortage created by the withdrawal of 
Canadian power. 

The Chairman. I have a statement here from gentlemen who claim 
to know who say that on January 3 there was being imported 116,000 
horsepower as against 180,000 hoi*sepower which had been imported 
prior to that time. Is that correct. Colonel, do you think? 

Col. Keller. Those figures are approximately correct; yes, sir.^ 

^A report from the United States Lake Survey office shows that the daily average im- 

?ortation of power from Canada during .Tanuary, 1917, was about 109,000 horsepower, 
'he report also shows that during September, 1916, the average importation was 136,000 
horsepower. This is understood to be the maximum importation for any single month. 
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Mr. Smith. Is it your information, Mr. Secretary, that none of the 
additional power developed under these permits is now going to 
Buffalo? 

Secretary Baker. I do not know about that, Mr. Smith. Gen. 
Black may have data on that, but I have not. 

Mr. Miller. Mr. Secretary, are there any conditions that have 
arisen due to the war that make it imperative, or, at least, strongly- 
desirable that this additional power be granted ? 

Secreary Baker. Yes ; and I have here a memorandum from Gen. 
Crozier, the Chief of Ordnance, which emphasizes the importance 
of, I think. 

Mr. Miller. Will you please insert that in the record ? 

Secretary Baker. Yes. 

(The memorandum referred to is as follows:) 

Aluminum Co. of America, 
120 Broadway, Neic York, N. Y., April 6, J917. 

Brig. Gen. William Crozier, 

Chief of Bureau of Ordnance, 

War Department, WOrShington, D. C. 

Sir: At Niagara Falls, N. Y., we have two plants for the manufacture of 
aluminum. One plant secures its power from the Niagara Falls Power Co. 
and the other from the Hydraulic Power Co. 

We have at the plant using power from the Niagara Falls Power Co. facili- 
ties to use 10,000 horsepower, and at the other plant we have facilities to use 
71,000 horsepower. 

At the plant supplied by the Niagara Falls Power Co. we are getting 6,400 
horsepower and could, therefore, use 3,600 horsepower additional. 

At the plant supplied by the Hydraulic Power Co. we are now getting 69,000 
horsepower and could, therefore, use 2,000 horsepower additional. Of the 
69,000 horsepower, however, we are now getting, 14,000 horsepower has only 
recently been furnished to us as the result of the permission to the Hydraulic 
Power Co. to use an increased amount of water, which permission expires July 
1, 1917. It is important, therefore, that assurances be given that we can get 
not only the 2,000 horsepower more which we can use right away, but that the 
full 16,000 horsepower will continue to be delivered to us after July 1, 1917. 

Any assistant which you can give us in regard to the supply of power at 
Niagara Falls will be much appreciated. 
Yours respectfully. 

Aluminum Co. of America, 
Arthur V. Davis, President. 

[First indorsemeiit.] 

Ordnance Office, April 9, 1917. 

To The Adjutant General of the Army : 

1. Attention is invited to the power situation at Niagara Falls outlined in the 
preceding letter, especially to the temporary nature of the permit under which 
the Niagara Falls Power Co. and the Hydraulic Power Co. are now utilizing 
the additional water power. This temporary permit was granted by an act 
passed at the second session of the sixty-fourth Congress. 

2. It is recommended that this paper be referred to the Chief of Engineers 
with instructions to draft suitable legislation looking to an extension of the 
present authorization for the use of additional waterpower by the companies 

named. 

William Crozier, 

Brigadier General, Chief of Ordnance, United States Army. 

[Second indorsement.] 

War Department, Adjutant General* s Office, 

4pril 13, 1917. 

To the Chief of Engineers, for action as recommended in the preceding in- 
dorsement hereon. 
By order of the Secretary of War : 

Edward T. Donnelly, 

Adjutant General. 
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Secretary Baker. That was to The Adjutant General and was 
based upon a letter to Gen. Crozier from the Aluminum Co. of 
America, dated April 6, which says — the letter is not as full as I 
thought it was. It simply refers to the power situation at the falls 
and the need for additional power. The most important considera- 
tion is the various alloys that are made at Niagara Falls. They 
use large quantities of power in making the alloys, and the alloys 
are necessary in the production of various kinds of ordnance steel. 

Mr. Miller. In your judgment is it necessary for the public in- 
terest that this additional power be allowed to be developed ? 

Secretary Baker. I think it is. 

The Chairman. You look upon this as an emergency measure 
growing out of the existing state of war ? 

Secretary Baker. Yes. 

The Chairman. In that connection I would like to file a letter 
from the Secretary of War to me on that subject and making that 
statement, and also this memorandum accompanying it. 

(The matter referred to is as follows:) 

Wab Depabtment, Washington, April 25'y T9tT^ 

The Chairman Committee on Pobeign Affairs, 

House of Representatives, 

Snt : In connection with S. J. Res. 13, now before your committee for consid- 
eration, I desire to present a proposed amendment of Public Resolution No. 45, 
Sixty-fourth Congress, approved January 19, 1917, authorizing the Secretary 
of War to issue temporary permits for additional diversion of water from the? 
Niagara River. 

The object of the proposed legislation is to extend the existing authority to» 
the end of the Sixty-fifth Congress, thus insuring unhampered operation under 
it for a reasonable length of time, during which this Congress may further 
find it possible to complete permanent legislation on the subject. It will be 
observed that an attempt is made to broaden the scope of the resolution so as 
affirmatively to authorize the Secretary of War to impose upon the permittees 
such conditions as he may deem advisable in the public interest. 

Our present national situation demands that the Secretary of War be able- 
to determine the use of the power generated from the water thus authorized to- 
be diverted from Niagara River, the character of the products made, their 
quantity, and the actual cost of making them, etc., so that the United States- 
may be in a position not only to know what products can be used in the national 
defense and the reasonable price to pay for same, but also to insure that special 
privileges accorded in the existing emergency may not be exercised simply for 
the advantage of individuals, but are so safeguarded as to insure fair treatment 
of the public in general. It is understood that at present some of the in^ 
dustries using electrical energy derived from water power at Niagara Falls are 
demanding and receiving for their products prices far greate than the actual 
cost of production plus a fair profit. Such a condition should not be permitted 
to continue with reference to the portion of their products derived from the* 
power generated under the revocable permits now proposed. 
Very respectfully, 

Newton D^Bakeb, 

SecrSiry of War.. 



Joint resolution amending a joint resolution 'authorizing the Secretary of War- 
to issue temporary permits for additional diversions of water from the*' 
Niagara River. 

Resolved by the Senate and House of Representatives of the United States of 
Anteriea in Congress assemhled. That the resolution entitled " Joint resolution . 
authorizing the Secrertary of War to issue temporary permits^ for additional 

102504—17 2 
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diversions of water from the Niagara River," approved January nineteenth, 
nineteen hundred and seventeen, Is hereby amended to read as follows : 

" That the Secretary of War be, and he is hereby, authorized, ui)on such con- 
ditions as he may deem necessary to impose in the public interest, to issue per- 
mits, revocable at will, for the diversion of water in the United States from 
the Niagara River above the Falls for the creation of power to individuals, 
companies, or corporations which are now actually protlucing power from the 
waters of said river, in additional quantities, which, with present diversions, 
shall in no case exceed the capacity of the generating machinery of the per- 
mittee and tenant companies now Installed and ready for operation nor an 
amount sufficient to enable the permittee to supply the now existing hydro- 
electric demands of the individuals, companies, or corporations which said per- 
mittee and, tenant companies are now supplying, but not in excess of the capacity 
of power-using appliances of said consumers now installed and ready for opera- 
tion: Provided, That in no event shall the total quantity of water diverted in 
the United States from said river above the Falls for power purposes exceed 
in the aggregate a daily diversion at the rate of twenty thousand cubic feet per 
second : And provided further, That this resolution shall remain in force until 
the fourth day of March, nineteen hundred and nineteen, and no longer, at the 
expiration of which time ail permits granted hereunder shall terminate unless 
sooner revoke<l ; and nothing herein contained shall be lield to confirm, estab- 
lish, or confer in or upon any such permittee any right in or to the water which 
he is now diverting or which he may be authorized to divert hereunder. Any 
such permittee who vrlthout further authority of Congress diverts after the 
time herein named for the expiration of such permit any part of the additional 
fi mount of water authorized by Congress to be diverted for the first time under 
this resolution shall be guilty of a misdemeanor and be punished by a fine not 
exceeding $2,000 nor less than $500, or by Imprisonment not exceeding one year 
nor less than thirty days, or both, in the discretion of the court ; and each and 
every day on which such violation occurs or is committed shall be deemed a 
separate offense: Provided, That where such violation is charged against the 
company or corporate body the offense shall be taken and deemed to be that 
of any director, officer, agent, or employee of such company or corporate body 
ordering, directing, or permitting the same." 



War Department, 
Washington, May 2, 1917. 

The Chairman Committee on Foreign Affairs, 

House of Representatives, 

Sir : Supplementing my letter of April 25, referring to Senate Joint resolution 
15, permit me to say that it was my intention to recommend the passage of the 
suggested amendment authorizing the Secretary of War to issue temporary per- 
mits for additional diversion of water from the Niagara River as an emergency 
measure growing out of the existing state of war. 

Very respectfully, 

Newton D. Baker, 

isecrctary of War. 

Mr. MiM^R. Mr. Secretary, at a previous hearing you stated that 
in your opinion it was inadvisable to authorize any diversions at 
Niagara Falls in addition to those at present authorized, and that 
you did not think it advisable that the power companies there be 
permitted t^ install additional machinery. Now, there has been 
authorized an additional diversion of 3,685 feet, and, in view of the 
fact that it is possible to authorize an additional diversion of — ^how 

many feet? 

Mr. Smith. Forty-four hundred. 

Mr. Miller. So that there is substantially 1,000 cubic feet per sec- 
ond that could be diverted under the treaty that has not been author- 
ized. Is that due to the lack of capacity to utilize that much more 

water? 

Secretary Baker. The amount authorized — and Gen. Black will 
correct me if I am wrong about it — is the maximum amount that 
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these companies have the present installation to use, and a further 
authorization would require them to put in more turbo-generators, 
and that, in my judgment, would be a very unfortunate thing to 
authorize. 

Mr. MHiLER. Do you think that the present situation is sufficiently 
serious to justify you in permitting them to install machinery suffi- 
cient to utilize this additional power? 

Secretary Baker. I do not, for the reason that it would take so 
long to do it that the emergency would probably not be met by any- 
thing that they might do. 

Mr. Miixer: Would not the Hydraulic Power Co. be able to do 
that in time? 

Secretary Baker. No, sir; I do not think so. I think it would 
take them a long while to get the machines and have them installed 
and get any benefit from them. While I have no assurance that the 
emergency will be passed by that time, I think that some other 
device ought to be resorted to rather than to complicate the matter 
pending a permanent readjustment of the power question. 

Mr. Smith. Did Gen. Crozier give you detailed information as to 
the users of this power, as to which companies needed it, and as to 
which companies are making products which are used in the manu- 
facture of munitions? 

Secretary Baker. No, sir; he did not. 

Mr. Smith. The reason I asked that question was that these com- 
panies are inclined to make general statements as to their need for 
more power, based on the demand for their products, and there may 
be some question as to whether there is an actual emergency, or 
whether they simply want more power because they can use it. 

Secretary Baker. I have a feeling — and it is a generalization 
which may be subject to some exceptions — ^but I have a feeling that 
practically everything made by the use of this power at Niagara 
Falls is war material. All that I know are war materials. All of 
the abrasive materials, chlorides, and the various alloys — all of them 
are war materials. 

Mr. HuDDLESTON. Havc you the data that the authorization of the 
diversion required of them? 

Secretary Baker. Some of it is here, but not all of it. The condi- 
tions of the permits require that records shall be kept to the 1st of 
July, and that time has not yet expired. 

Mr. Huddleston. Would it be convenient for you to furnish a copy 
of what you have? 

Secretary Baker. Gen. Black is here, and if you will bring it to 
his attention, he can put it in as a part of his testimony. He might 
have something to say about that. 

Mr. Foss. If they could install the additional machinery required 
so as to use the full amount of 4,400 feet within a reasonable time, 
would you object to the use of it? 

Secretary Baker. I would like to have it left to the judgment of 
the executive to balance the advantages and disadvantages, if pos- 
sible. I should be exceedingly loath to authorize the construction of 
additional turbines at Niagara Falls to use the water at the present 
time, and yet it might possibly be very important to have it done. 

Mr. Foss. I have heard that the machinery could be put in very 
easily and on short notice by the Hydraulic Power Co. 
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The Chairman. How mudli does that additional permit giye to the 
Hydraulic Co J 

Mr. Smith. Two thousand two hundred and eighty-five feet 

The Chairman. Making 3,685 feet additional 

Secretary Baker (interposing). Two thousand two hundred and 
eighty-five. 

The Chairman. And there is an allowance of 500 fleet to some 
otiier company up there at Lockport. 

Col. KEuiiER. Seven hundred and fifteen feet is the amount unused. 

Mr. HuDDLESTON. Mr. Secretary, have you been advised that these 
companies contemplate a consolidation and an abandonment of the 
Niagara Falls power plants so as to take all their water at the 
Hydraulic Co.^s plant? 

Secretary Baker. No, sir ; I have not heard that 

Mr. Foss. Would you have any objection to including in the bill 
a provision that they may use this additional amount of water if 
thev are able to do it? 

Secretary Baker. That the Secretary in his discretion may au- 
thorize it? 

Mr. Foss. Yes, sir. 

Secretary Baker. No, sir ; I would not have any objection to that 
I am willing to trust my own discretion about it. 

Mf. Fess. There is nothing in this joint resolution No. 13 that is 
not in the other one, is there f 

Secretary Baker. Yes. 

The Chairman. The Secretary of War suggested a substitute for 
that Mr. Fess is speaking of the resolution that passed — that is, 
resolution No. 45, Sixty-fourth Congress, approved January 19, 
1917 — and this authorizes its continuance in full force and effect 
until July 1, 1918. 

Secretary Baker. I thought he was referring to the substitute, in 
which additional power is asked in the Secretary to impose conditions 
upon the producing companies in the matter of the distribution of 
the power products by them. 

Mr. Fess. The idea that I had in mind was that we would be con- 
fronted with pretty serious opposition probably by bringing this 
up so soon after we had determined the matter at the last Congress. 
There will probably be opposition asking why we did not extend it 
at the time. You may answer that we had expected to take up 
general legislation 

The Chairman (interposing). We did take it up. It passed the 
House and was defeated in the Senate, or, rather, it never passed 
the Senate, because the House put a provision in it providing for a 
charge to be made against the users of this water. 

Secretary Baker. I think another answer, Mr. Chairman, if I 
may venture to suggest it, would lie in the fact that the permanent 
legislation looks to the reorganization of these facilities, and it would 
take some years to accomplish that Any scientific and real plan 
for the best maximum use of this water will require some time in its 
accomplishment. 

The Chairman. The legislation itself gives them from five to seven 

years. 

Mr. Smith. I would like to say, in addition to what the chairman 
has said, that the chief reason why the Senate did not take up that 
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legislation was that right at the end of the session a bill wns actually 
prepared as a substitute for the House bill in the Foreign Belations 
Committee of the Senate, and the session ended without that com- 
mittee being able to report on it. 

Mr. HuDDLssTOK. The reason wh}r the S^iate did not take it up 
for passage was that they were convinced that sufficient informati<»i 
was not before Congress toenaMe it to act intelligently on the subject, 
and they thought that it ought not to be taken up by a system oi 
piecemeal legislation, but that the whole problem dbould be handled 
at one time after a thorough investigation. 

Mr. Smith. I happen to know that the committee actually pre- 
pared a bill combining the upper and lower rivers. 

Secretary Baker. I think when we come to permanent legislation 
for Niagara Falls you will have to c(msider the Chicago drainage 
canal question at the same time. 

Mr. HuDDLESTON. And the question of whether we are getting all 
the water that we ought to .have. 

Secretary Baker. What we are actually doing now is forfeiting 
our right under the treaty with Canada to the maximum efficiency 
from the difference of level between the two lakes in favor of a 
large diversion at Chicago, where we get almost no efficiency, rela- 
tively speaking, because a foot of water at Niagara Falls is worth 
a great many feet of water in the Chicago Drainage Canal in the 
way of power development. Our arrangement with Canada some 
day will have to look to the total diversion of water from, the Great 
Liakes system. 

Mr. HuDDLESTON. Can you give us the status of the Chicago 
Drainage Canal case ? 

Secretary Baker. They can not get anybody to decide it, appar- 
ently. 

The Chairman. Mr. Secretary, this question of readjusting the 
quantity of water which we can take involves the termination of the 
treaty ? 

Secretary Baker. Yes, sir. 

The Chairman. Do you think it would be advisable to undertake 
the termination of the treaty at this time ? 

Secretary Baker. That can be done on one year's notice, as I recall 
it. We ought not to undertake to terminate the treaty with Canada 
until we know whether the court will sustain the right of Chicago in 
the Chicago Drainage Canal injunction case. 

The Chairman. If they are utilising 36,000 cubic feet on the 
Canadian side now, what chance will we have under a treaty to 
get them to take less ? 

Secretary Baker. None. 

The Chairman. And we would not want to take that much ? 

Secretary Baker. We might want to take that much. Our present 
diversion at Chicago is unfaiown, and it is apparently an unlimited 
and illimitable amount. 

Mr. Smith. You do not think that it would be advisable to enact 
permanent legislation now by inserting a provision in the bill requir- 
ing a full investigation of both the upper and lower river before the 
Secretary acts on any further permits and combining the upper and 
lower rivers ? 
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Secretary Baker. I think not, and only for this reason : That, with 
great deference to your superior information about it, I think it 
unlikely that the Senate would concur in that ; that is to say, I think 
that the legislative situation is one which would perhaps delay that 
much more seriously than would be the case if a temporary measure 
were attempted. 

Mr. Miller. Would an additional paragraph substantially like 
this meet your views on this question of further information : 

That the Secretary of War is hereby authorized and directed to make a com- 
prehensive and thorough investigation, including all necessary surveys and 
maps, of the entire subject of water diversion from the Great Lakes and the 
Niagara River, including navigation, sanitary and power purposes, and the 
preservation of the scenic beauty of Niagara Falls and the rapids of Niagara 
River, and to report to Congress thereon on the earliest practicable date. To 
carry out the provisions of this paragraph, there is hereby appropriated, out of 
moneys in the Treasury not otherwise appropriated, the sum of $25,000. 

Secretary Baker. That would be entirely satisfactory. 

Mr. Miller. What I want to know is whether it is desirable to put 
some such addition to this resolution ; and if it is desirable, we want 
to be able to frame it in language that would meet your views. 

Secretary Baker. The language is entirely apt, and the only hesi- 
tancy I have in expressing an opinion is whether it would delay the 
passage of the jomt resolution. If it should have that effect, it 
would be unfortunate. 

Mr. Miller. I do not think it would. I think it would facilitate it. 

Secretary Baker. I think so, 

Mr. Miller. It includes, as you will see, "sanitary and power 
purposes," and it also includes navigation. 

Secretary Baker. I think it would be wise to include navigation. 

Mr. Smith. I would like to ask Gen. Black if an investigation is 
now being made of that whole subject? 

Gen. Black. Not of such a comprehensive and detailed character 
as the resolution which has just been read would entail. What Mr. 
Smith is thinking of is this : The Rivers and Harbors Committee of 
the House, in the rivers and harbors bill, authorized an investigation 
of a canal for navigation purposes between Lake Erie and Lake 
Ontario, and I took advantage of that authority a short time ago to 
direct the officer in charge to obtain such other data as he might be 
able to secure, but that data will not be comprehensive. Naturally, 
under the terms of the authority under which we are making that 
investigation of a canal for navigation purposes we can not do all 
that we want to do. We can get some additional information by it, 
but not the whole of it. I simply took advantage of that provision 
to the extent of doing what I could. 

Mr. Fobs. Have you made any such comprehensive investigations 
heretofore? 

Gen. Black. No, sir; they have all been partial. No full investi- 
gation has been made and no full report made. 

Mr. Miller. General, how much money do you think would be 
necessary to make such an investigation ? 

Gen. Black. I think $25,000 would be sufficient. 

Mr. Miller. I have included the subject of sanitation, also. 

Gen. Black. That is another matter, but it would cost very little, 
I think. Twenty-five thousand dollars would cover it. 
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machinery to use the entire 4,400 cubic feet, and if so, within what 
time? 

Mr. CoHN. Well; wfe coirlfl not do that without etolaTging owr cartali 
I doubt whether we could make any such installation within the time 
limit that is put here of one year. We" might make some improve- 
ments in a small way, increasing capacity^ but within a year it wmrid 
be difficult to install additional machinery. You see, there are 785 
cubic feet of water which we already have a permit for that we can 
not use in our present machinery. 

Mr. Dempset'. Cmild you put in the* necessary machinery in- a 
year? 

Mr. CoHN. It would take a year to get that done. 

Mr. SMiTii. You would not do that xxiide/r a temporary permit, 
probably ? 

Mr. CoHN. Yes; we would do that under a temporary permit^ bhii 
not under a one-year permit. 

Mr. HuDDLESTON. Docs that mean enlargement of your canafeaiid 
the change of-maehinery? 

Mr. CoHK. We could do a little without enlarging the cswials: 

Mr. HtJDDLESTON; How much more wat^ could you get' without^ 
enlarging the canals ? 
• Mr. CoHNi Not only more water, but we would use the water more 
efficiently if we could put in more machinery to use up the 785 cubfkf 
feet of w^ter which is not used at all. We could get about 16,CfoO 
m«pe mechanical horsepower from it. 

Mr: HtTDW^sTON'. How mu^h more could -you get by enlarging thte^ 
canal ? 

Mr. CoHK. We could take all this 785 cubic f feet. The permit seems 
to have been based upon the capacity of the canal rather than the 
capacity of the machinery. The permit was larger than we coiild 
use, so far as the machinery is concerned. 

Mr. HtJDDfiBSTOK. Of' those four' concerns that you mentioned, the 
only one to whom your compaiiy sells power 

Mr. CoHN^ (interposing). The CliiF Electrical Distributing Gov 
sells to lots of people. 

Mr. HuDDLESTON. But you do not. 

Mr. GoHK. The Hydraulic Co; sells to the Cliff and the Aluminum 
companies. The Cliff Co. sells and distributes it to lots of people. 

Mr. Hta)DLiE8TON. Do you sell power to the electrochemical con- 
cerns? 

Mr. CoHN. Not directly. 

Mr. HuDnirESTON. You only have two customers? ; • 

Mr. CoHN. Well, I should say that there are some people who draw 
water from the canal. The Pettibone Cataract Paper Co. takes 
water. They have had it under a grant that was made 40 years 
ago, and the Cataract City Milling Co. also takes water from the 
the canal for a flouring mill, and they have had that for 40 yeafs. 
That is hydraulic power. 

Mr. HuDDLESTON. You sell them no power. 

Mr. CoHN. They take water from the canal. They pay very little 
for it. They claim it under a deed^ and they are operating those 
mills under the ancient grant; and, in a way, we are selling that 
power, because from time to time they take additional amounts of 
water, and for that they pay. 
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present stations, and the corps of civil •assistants will remain with 
them. Now, we have among those officers, officers who are available 
for this work. We are taking officers away from the river and harbor 
work and sending them to the front. All the men who are needed 
and who are physically fit go to the front. 

Mr. HuDDLESTON. But you have many reserve officers and retired 
officers? 

Gen. Black. At the present time we have two or three of our re- 
tired officers at work on the Lakes. Col. Lockwood is up there, and 
Col. Warren will remain there at Buffalo. Maj. Frazier has been 
relieved, or will be, and Maj. Bond probably will be relieved later. 
The work will be distributed in that way. 

The Chairman. Have you made this investigation heretofore? 

Gen. Black. No, sir ; each time there has been an investigation or- 
dered by Congress it has been a partial investigation. There has 
never been one as to the full utilization of the power, and in the de- 
partment we are necessarily strict constructionists, and we have held 
(closely to the authority or the directions given us. 

The Chairman. To what extent have you made investigations? 

Gen. Black. There has been an investigation made as to the amount 
of power that could be obtained at the Falls itself and the amount of 
water that could be diverted at the Falls itself, and a slight investiga- 
tion as to the posabilities of compensating work which would dis- 
tribute the water with the least possible amount of damage to the 
visual effect. There has been a little work on that. 

The Chairman. But there has not been a complete investigation of 
that subject? 

Gen. Black. No, sir. 

Mr. Temple. May I ask how useful these partial investigations 
would be toward making a complete investigation ? 

Gen. Black. They will be utilized as far as they can be. 

Mr. Temple. They have not been of such a nature that they would 
be useless in making a complete investigation ? 

Gen. Black. No, sir. They will be utilized. All the money that has 
t)een expeiided has been usefully expended so far as it would go. 

Mr. Temple. In other words, certain parts of the investigation 
have been covered and now you can cover the rest and combine them? 

Gen. Black. Yes, sir ; and that is the reason we do not require a 
very large sum of money. 

The Chairman. Has the part of the investigation as to how much 
water you can take from the river above the Falls without seriously 
affecting the scenic beauty been made? 

Gen. Black. In part. I would like to go a little bit further and 
take the results of the previous investigation and cover that ques- 
tion thoroughly and go into it deeply enough so we will know ex- 
actly the kind of works to be put in and their cost, and I think, if I 
am not mii^aken — and Col. Keller, who was on that work, will cor- 
rect me — the matter has grown rather more serious since those early 
investigations, due to the very rapid cutting away of the center of 
the Horseshoe Falls, causing a greater concentration of current there. 
You understand that a thin sheet of water has the same scenic effect 
as a full, deep sheet of water. The cutting away at the head of the 
Horseshoe Falls has had the effect of diminishing the length of the 
Horseshoe Falls, of concentrating the flow at the center, for one 
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thing, and therefore progressively increasing the wear at that point, 
so that it is getting more and more concentrated, and the scenic 
value is, through natural causes, being decreased. 

Mr. Smith. Do you know how far back it is going each year; is 
it not 3 feet ? 

CqL KtJiLER. The annual average over a long period of years was 
about 5 feet until recently. It is 8 feet now. 

Mr. Goodwin. General, what is your opinion, or the opinion of the 
department, as to the feasibility of erecting some kind of a structure 
above the Falls to equalize the flow of water and to divert part of it 
from the Canadian side, where it now is eating out the Horseshoe 
Bend and throwing and diverting part of it over toward the 
American side ? 

Gen. Black. It is a possible engineering thing. 

Mr. Goodwin. You know to what I refer, do you not? 

Gen. Black. Yes, sir : that was a part of this investigation. 

Col. Keller. It has already been suggested. 

Mr. Goodwin. But I refer to the feasibility of it. Have you 
reached any conclusion as to that ? 

Gen. Black. Oh, yes ; it is possible. 

The Chairman. I understood the General to say that that investi- 
gation had not been completed. 

Col. Keller. That investigation was never made in detail, Mr. 
Flood. That particular problem was never officially committed to 
the War Department. The feasibility of it was fairly well decided, 
and the suggestion was made in a general way in our original and 
very extensive report on the investigation under the Burton Act, but 
we did not go so far as to make plans or estimates of cost, because 
we were not authorized to do so. Under this resolution we would 
now^ be authorized to make a local examination and survey that would 
enable us to decide just what kind of structure could be built and just 
about how much it would cost. 

Mr. Goodwin. One thing that struck me when we were up there 
last summer in reference to the destruction of the scenic beauty of 
the Falls was not so much the increased taking of water as this wear- 
ing away of the falls at the Horseshoe Bend. I believe that is doing 
more to destroy the scenic beauty of the Falls than an increased 
diversion of water. However, that is only the view of a layman. 

Mr. Foss. Have you ever considered the question of building a 
canal on the American side? 

Gen. Black. Oh, yes ; it has been considered in a general way, but 
it was not until this last year that we had authority from Congress, 
under the river and harbor act, to make an investigation as to cost ; 
and that investigation really is limited to the cost and value of a 
navigation canal. Now, there again this idea of strict construction 
has come in in the past. It has only been within very recent years 
that under a river and harbor act we were authorized to report 
on anything else than the value to navigation. A few years ago they 
added to the river and harbor act authority to report on the value 
of power that could be produced, 39 that the earlier investigations 
were all partial investigations without taking the whole view of the 
entire subject. Now, it is readily conceivable that a canal on the 
American side with its large cost would not be justifiable for com- 
mercial reasons alone ; that there is not sufficient demand to warrant 
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such an expenditure, and yet such a canal, when made of sufficient 
cross section to provide for power and to utilize all the power that 
can be produced there without injury to the Falls, would put it on 
another footing completely. But there again, you see, we can not 
under that act investigate any diversions farther up. 

Mr. Goodwin. Do you think the department should be restricted in 
such an investigation ? 

Gen. Black. This will give us general authority, if you simply 
take out the words " flow of water from Lake Erie to Lake Ontario,'' 
and take the entire flow from the Lakes and consider how it can be 
best utilized. 

Mr. Foss. That is, running from Lake Erie into Lake Ontario? 

Gen. Black. No; let us take the whole question of the diversion of 
water from the Lakes. The natural channel of flow from the Lakes is 
through the Niagara River. Now a portion of the waters has been 
diverted at Chicago to go out in the other direction and down the 
Mississippi. Each cubic foot of water that is diverted there in that 
way means the loss of practically 4 cubic feet at Niagara Falls, as 
far as power purposes are concerned. We are informed the Cana- 
dians are making a new canal from Lake Erie which will not be 
a summit level canal and which may divert still further water. 
You understand that the treaty and everything else has been confined 
to the situation right there at Niagara Falls and we should take the 
whole case and consider the whole matter. 

The Chairman. And you would like to see this treaty revoked? 

Gen. Black. At the proper time. I am quite in accord with what 
the Secretary said on that, but whether this is the time or not is an- 
other question. The most essential thing for the need of the country 
is this joint resolution, and nothing should go in there which would 
prevent giving the Secretary power, if possible, with the additional 
conditions he asks, to allow this continued diversion authorized in 
your joint resolution of last January. That is the most essential 
thing that must go through. These other things we would like 
to see go through provided it does not imperil that. 

The Chairman. And that must go through as a war emergency 
measure ? 

Gen. Black. Yes, sir. 

Mr. Foss. Has there been any lowering of lake levels in the last 10 

3'ears ? 

Gen. Black. We have kept through a long series of years very 
careful gauge readings on the Lakes and they are very difficult ta 
read unless you take long periods of time, but the records show 
there has been a lowering of the level. 

Mr. Foss. Since the building of the sanitary canal at Chicago? 

Gen. Black. Yes, sir. 

The Chairman. General, can you state how much power each one 
of these companies is generating at this time? 

Gen. Black. I will ask Col. Keller, who keeps those figures in his 
head, to answer that. 

Col. Keller. The Hydraulic Power Co., with its total diversions 
as now existing, 8,785 cubic feet per second, is making 152,000 horse- 
power. The Niagara Falls Power Co., with its total diversion of 
10,000 cubic feet per second, is making 103,000 horsepower. That is. 
all it can generate with its present installation. 
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The Chairman. With 10,000 cubic feet per second they are mak- 
ing 103,000 horsepower? 

Col. Keuler. Yes, sir. 

The Chairman. How much are we importing there? 

Col. Keller. The last figures I had indicated we were importing 
74,500 kilowatts, or 99,905 horsepower. 

Mr. Goodwin. To what extent are they withdrawing that importa- 
tion? 

Col. Keller. I can send you the exact figures later. 

The Chairman. I would like to have that information and also 
information as to the maximum amount that was ever imported. 

Col. Keller. That was 101,400 kilowatts, almost 50 per cent more 
than they are now getting, but the maximum was imported only for 
a very short time. 

The Chairman. The statement was made in the hearings last 
year that the maximum amount was 180,000 horsepower. 

Col. Keller. That would correspond fairly well to the figure I 
have given. 

The Chairman. Can you state, what the companies are charging 
these different consumers of power ? 

Col. Keller. No, sir ; I have no authentic information as to that, 
and the only interest we have recently taken in the matter was in 
connection with the additional water authorized to be diverted under 
the joint resolution you are now reconsidering. In that connection, 
we caused our local officer to verify the fact that the contracts based 
upon this additional diversion should be at the figures that were 
normal at Niagara Falls in the year or two years before this acute 
condition as to power came into existence, so that we might be as- 
sured that we were not putting into the hands of the power com- 
panies an instrument for the oppression of needy consumers. That 
fact was verified by our local officer. In all cases the new contracts 
were made upon the same basis as other power contracts already in 
existence. ' 

Mr. Miller. In the letter which the Secretary has filed, and which 
I presume came from the engineers' office, there is a statement that 
evidence has been received to the effect that some of the producers 
of power are charging excessive rates. 

Col. Keller. No; that some of the industries are receiving exces- 
sive prices for their output. I can read you that : 

It is understood that at present some of the industries using electrical energy 
derived from water power at Niagara Falls are demanding and receiving for 
their product prices far greater than the actual cost of production plus a fair 
profit. 

Mr. Miller. Directing attention to the additional phraseology of 
that clause, authorizing the Secretary to grant these permits under 
such rules and regulations and conditions as he may prescribe, do 
you mind stating to the committee what you had in mind in asking 
that those insertions be made? 

Gen. Black. I do not believe I can state it in legal language, but 
what we had in mind was to try to do with the products which are 
manufactured as the result of this water power belonging to the 
whole Nation just what is being done in Congress, or what you are 
attempting to do, by regulating the prices of food. 
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Mr. MnxER. If this power is granted, do you believe that your 
department could regulate in any way the prices that the Aluminum 
Co. of America is charging for its products? 

Gen. Black. Undoubtedly we could. 
^ Mr. MajjSR. But without this authority you doubt whether the 
Secretary could ? 

Gen. Black. We can not regulate it now. 

The Chairman. You can not regulate it under the law as it 
«tands ? 

Gen. Black. No, sir. 

The Chairman. Is that the only company making excessive 
<;harges ? 

Gen. Black. We do not know. 

Mr. Smith. Could you put in the record a statement showing the 
exact amount of power that is now being used by those various com- 
panies that are manufacturing war material? 

Col. Keller. I can furnish that to you from our records at the 
office. 

Mr. Smith. I think it would be interesting to know what the com- 
panies are getting for this additional power developed under these 
temporary permits. 

Col. Keller. I can get you that information. 

Mr. Smith. I do not suppose that your information includes a 
statement of the cost of power to the consumer ? 

Col. Keller. No, sir ; we have not that information, and it would 
take a long time to get it up. 

The Chairman. Do you mean what companies 

Mr. Smith (interposing). I mean what the companies are charg- 
ing to their consumers — ^that is, the companies who are getting this 
additional power. 

Col. Keller. We could get that. 

Mr. Miller. I would like to ask one 'more question: Would any 
comprehensive investigation or inquiry into the state of the water 
power, the presentation of the Falls, and the whole state of the 
water diversion be satisfactory or complete without an investigation 
of the diversion of water from all over the lake area for sanitary and 
other purposes? 

Gen. Black. No, sir. I think that the diversions from the Lakes 
for sanitary purposes, ' except at Chicago, do not make any total 
diminution in the volume of water. For example, in considering the 
capacity of a sewer system of a city, the estimates are based on the 
amount of water consumed in the city. In other words, it is the 
general opinion and criterion that anything taken out in the way 
of water comes back in the form of sewage in one way or another, 
so that the actual consumption of water by using it for street 
sprinkling or drinking purposes, or for manufacturing purposes, 
comes back, or almost all of it does. All of it comes back except the 
amount that is lost through evaporation and through the steam 
escaping in the air, and that is a comparatively small quantity. 

Mr. Miller. Of course this diversion at Chicago takes out an 
immense amount of water. It is 14,000 cubic feet per second, is it 
not? 

Gen. Black. We do not know how much it is, but we know that it 
is somewhere near 10,000 feet. 
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Mr. MiiiLER. That would have to be considered. 

Gen. Black. Yes, sir; that would have to be considered, because 
that is a diversion from the entire lake system. 

Mr. MiUaER. I can see how it might be if we went into that subject 
and incorporated this proposed resolution for an investigation with 
the resolution now before the committee. It mi^ht bring up a fight 
on the floor of the House, and it might possibly jeapordize the 
resolution. 

Gen. Black. Yes, sir; and it might be better to make it separate. 

Mr. Fess. I was wondering whether the passage of this resolution 
was imperative. 

Gen. Black. Yes, sir ; it must be done. 

Mr. Foss. I understand that we are only takng up at this session 
matters which might be considered war-emergency matters. 

The Chairman. Yes. 

Mr. Foss. Therefore, it would appear that any investigation of 
this sort would be entirely out of place. 

The Chairman. No; that would not be a war measure. 

Mr. Smith. Still, it is a part of the Secretary's recommendation, 
as well as the resolution. 

Mr. HuDDLESTON. We can not pass any general legislation without 
getting these facts. 

The Chairman. The Secretary recommends that this temporary 
le^slation be extended to the 4th of March, 1919, or to the end of 
this Congress. 

Gen. Black. If you will permit me, I would like to make a couple 
of suggestions. One thing is this: What is the use of having this 
fight year after year? Why not let this resolution now go along so as 
to enable Congress to form permanent legislation whenever it can? 
We do loiow tnat just at present we have this emergency war meas- 
ure, these industries are also depending on this power. Those indus- 
tries are very important to the whole Nation all the time, and there- 
fore it seems to me that it would be very injudicious to cut down the 
use of power there at Niagara Falls at this time, and that we should, 
then, before you begin to legislate further on the subject, have full 
information before Congress^ so that the permanent legislation may 
be based upon full information. The other suggestion I was going 
to submit IS this: If there be any danger that this addition to the 
resolution would imperil it then why would it not be perfectly proper 
to have a separate resolution and have it considered on its own 
merits? 

The Chairman. We could make this resolution, if enacted, extend- 
ing this law, apply to all the water and any additional water 

Gen. Black (interposing). I think we would get into a big con- 
troversy there. 

The Chairman. How can you control the prices that the Alumi- 
num Co., or any other company, charges for its products if they can 
get their power from the 15,600 cubic feet that they could divert 
without permits 

Gen, Black (interposing). They want this other very badly. 

The Chairman. The companies might get only a small part of 
their power from the additional diversions. 

Col. Keller. It is not our intention to control the price of their 
entire output. As to the additional power we have restrained the 
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power companies as far as possible from taking any unfair advan- 
tage with regard to their customers, and we wish now to prevent the 
industries receiving this additional power from profiting unduly at 
the expense of the general public so far as concerns the product de- 
rived from the extra power. 

The Chairman. They have received 150 per cent on the price of 
their products since the beginning of the war, and they were charg- 
ing an enormous profit before the war. It seems to me that they 
ought to be restrained in their dealings with the Government and 
with all their customers. 

Gen. Black. Could not that be done better in the form of general 
legislation ? 

The Chairmak. General legislation is in the dim and distant 
future. These people have not the slightest right to take that water. 
They are taking it without right or permit, and they come to Con- 
gress and ask for a permit, and we are asked to go along and recog- 
nize their right to take 15,600 cubic feet without a permit. 

Mr. Temple. We can not establish that contention without a law- 
suit. 

The Chairman. You could establish it without a lawsuit, because 
they have conceded it time and time again. They have come here 
and gotten permits for 15,600 feet. You do not need a lawsuit. 
You only need proper legislation. 

Gen. Black. The State of New York claims to have exclusive con- 
trol of the power. I speak strongly on this subject, or rather I 
should say I speak positively on this subject, because in the contro- 
versy over the Troy Dam, Gov. Glynn and others in New York 
expressed themselves very firmly on that point. 

The Chairman. Not only Gov. Glynn, but every other governor 
New York has had, arid every attorney general. Everybody in New 
York insists that it belongs to the State of New York and not to the 
Federal Government, but they insist just as strongly that the 4,400 
feet belong to the State of New York. 

Gen. Black. But they are not inclined to fight. 

Mr. Smith. That is a legal matter. 

The Chairman. The Government has acquiesced in their taking 
this water without any right, but we should not give legislative 
sanction to that acquiescence 

Mr. Temple (interposing). It is not because they need it, but it is 
because the country needs what they are doing with it. 

The Chairman. They want it and need it to supply their custom- 
ers and make a large profit on every cubic foot of it. The January 
resolution was passed on the theory that we would follow it with 
general legislation in a few weeks, but now the matter comes up 
again. These companies have recognized the right of this Govern- 
ment ; they have never disputed the right of the Federal Government 
' to control this water. They asked for and received permits from the 
Federal Government for every foot of water diverted from 1906 to 
1913. In 1913 the law under which the Federal Government could 
issue permits expired, and they went on using it without permits. I 
do not think that we ought to enact legislation recognizing their 
i-ight to use that water without* permits. 
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Mr. M1LL.ER. You said here that, he had that authority anyhow. 
Mr.CoHN. It «eems so to. me, to revoke those permits, and he can 
compel anybody at the present time under the present resolution to 
conform to his wishes or he can revoke the permit. I do not see 
exactly what he has in mind. 

The Chairman. He would not allow, for instance, a permit to be 
issued to a company that was going to sell half of its power to a com- 
pany that had increased the cost price of its product over 100 per 
cent since the beginning of the war. 

Mr. CoHN. Well, I do not know that that is considered a crime, 
but I do think that he could right this afternoon, if he felt that any 
public interest was being placed in jeopardy by the use of the water 
which was diverted under the permit he granted, revoke it in all or 
in part, or he could revoke it unless the company to which it was 
given should conform to any request that he might make. 

The Chairman. You would be very glad to see the resolution sug- 
gested by the War Department passed by Congress? 

Mr. CoHN. Well, no ; I should prefer the resolution that we know 
of that has already gone through the Senate. Besides that we have 
another point. We have been dancing attendance at Congress, as th© 
chairman knows, and if the permit expires the 1st of July, 1018, I 
think that the Congress will be more apt in the long session to take 
up the question of permanent legislation. If you extend this until 
March 4, 1919, nothing will be done probably until the beginnings of 
the short session in December, 1918, and we could not get anything. 
I for my part would like to see the Niagara Falls situation settled 
ri^t and justly to all interests by the present Congress, and for 
that reason I think that any further extension than one year would 
really have an injurious effect on the question of permanent legis- 
lation. 

Mr. Mili:;er. That was the point I raised last fall, that if we gave 
authority to issue temporary permits, we would not enact permanent 
legislation, but we found that we had to give the temporary authority 
because we could not get the permanent legislation. 

Mr. CoHN. But you have the long session beginning next December 
and from December until July you ought to get permanent legisla- 
tion passed. 

Mr.^Foss. Does that War Department resolution relate* to addi- 
tional power or does it go back of that? 

The Chairman. That is one construction that may be put upon it. 
Another construction is that it refers to all the water. 

Mr. Foss. All that was granted under the Burton Act and also the 
additional power which is supposed to be granted under this? 

The Chairman. The War Department puts the construction on it 
that it only refers to additional power. 

Mr. CoHN. Of course, we would not like to see any legislation 
which would impair the validity of arrangements that have been 
made under the conditions that existed under the Burton law and 
prior thereto. We have a great many contracts for long periods of 
time which ought to be recognized by every legislative and judicial 
body, and we trust will be. 

The Chairman. Under the Burton law you had permits to take 
6,500 cubic feet of water? 

Mr. Cohn. Yes. 
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Mr. Foss. Have any estimates ever been made as to the cost of a 
canal connecting those two lakes on the American side? 

Col.. Keller. The board made an estimate for two different routes 
on the American side. 

Mr. Foss. Whereabouts I 

Col. Keller. One a route from the Niagara River above the Falls 
to Lewiston and the other route from Tonawanda to Lake Ontario- 
at Olcott, both routes contemplating the use of the upper Niagara 
River as part of the proposed canals. The estimate for the first 
route — the one we are interested in now — was a sum of somewhere 
in the neighborhood of $75,000,000 for a 30-foot channel and about 
$43,000,000 for a 21-foGt channel. As Gen. Black explained, that 
was purely a navigation canal. 

Mr. Foss. Was there any estimate made as to the cost of the other 
route ? 

Col. Keller. The estimates for the Tonawanda-Olcott route, I find 
by reference to the report of the board, were $2,130,000 more for the 
30 foot channel and $6,050,000 more for the ^1-foot channel. 

The Chairman. We had this proposition I am talking about in the 
bill we passed through the House providing for permanent legisla- 
tion, and they had to get a permit for every foot of the 20,000 feet and 
the power companies made no contest against it and said they had 
no objection to it. The fight would not come from them, unless they 
have changed their position. It might come from some one else, but 
that proposition in the bill was not fought by anybody. 

Col. Keller. The thing I said to you, Mr. Flood, was that they 
would object to making the permits revocable on the 1st of July, 1911, 
or the 4th of March, 1919, if a penalty were included as provided in 
your original resolution. 

The Chairman. We intended to make the penalty severe and the 
House understood when it was passed that it applied to all of it. 

Mr. Huddleston. Mr. Dempsey took the definite position during 
consideration of that bill, at one time or another, that the National 
Government was concerned merely with the question of navigation 
on the Niagara River and the Lakes, and I cited the Long Sault case 
to sustain the position I took, and he contended that it did not pre- 
clude the State of New York from the assertion of every right except 
the mere matter of control of navigation over the river. 

Mr. Dempsey, of New York. All that case held, as I understand it^ 
is that a State could not grant to a citizen or to a private corporation 
the control of a navigable stream, and it was no answer to say that 
it might benefit the State, because it might turn out the other way. 
That is my understanding of the effect of that decision. 

The Chairman. Col. Keller, suppose we passed this resolution with 
these penalties in it applying to the whole 20,000 cubic feet per sec^ 
ond. You say these power companies would not accept the permit ? 

Col. Keller. That is what they told me. 

The Chairman. Would they not have to stop operating or go to 
jail ? Would they not have to stop taking any of it ? 

Col. Keller. I am not lawyer enough to say, Mr. Chairman. 

The Chairman. They certainly would; and I think they would 
take every foot of it. They would have a right to use it until March 
4, 1919, and in the meantime they would expect, as we expect, to 
get some permanent legislation through. 
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Mr. Miller. It might be questionable whether we had the right to- 
confiscate their property. 

The Chairman. We are not confiscating their property. 

Mr. Miller. It would be a confiscation if we absolutely forbade 
their using it. I am not saying this as being absolutely correct, but. 
it would be a natural contention that might be found to be good law.. 
They made their heavy investments under authority of Congress. 

The Chairman. No; they did not. 

Mr. Miller. Oh, yes; they did. 

The Chairman. We found those investment there when we took 
charge. 

Mr. Miller. The Hydraulic Power Co. was not in there until 
afterwards. 

The Chairman. Oh, yes ; 50 years before. 

Mr. Dempsey of New York. They have spent probably two-third* 
of the money they have invested in the past few years. 

Mr. Miller. That is what I had reference to. They have done- 
that since the authority was granted. 

The Chairman. These additional investments were made under 
revocable permits to run until a specified time; every single one of 
them. 

Mr. Miller. Well, there is a legal question involved there. 

The Chairman. Of course, you can make a legal question out of 
anything that anybody chooses to take to the courts. It seems to me 
we ought to consider that proposition very carefully. We are going' 
to reenact this law for nearly two years, and then at the end of that 
time they will fight off permanent legislation and ask for another 
extension ; it means we are giving up that water power for nothing.. 
We have taken the position very strongly in the House that it should 
be paid for. I believe if we pass this and do not require any per- 
mits, it will just go on and on and that will probably be the end of it. 
They would be under no penalties except as to the 4,400 feet, only a 
part of which they are using. Permanent legislation would be de- 
feated and the companies would ask for an extension of the tempo- 
rary legislation, and if they failed in this they would go on using 
just the 15,600 cubic feet. 

Mr. Smith. 3,685 feet. 

The Chairman. Col. Keller, you regard this as a war emergency 
measure, do you not? 

Col. Keller. Oh, yes, sir. 

The Chairman. If there are no further questions you desire to 
ask, we are very much obliged to you, gentlemen. 

(The committee thereupon adjourned.) 
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The QuAiRMAN. He stated t"hat as 36,000,000 pounds at Niagara 
Falls and 155,000,000 pounds as the total product in the United 
States. 

Mr. Rogers. What percentage of the total production of aluminum 
in the United States is attributable to your company ? 

Mr. Davis. All of it. We are the only manufactures of aluminum 
in the United States. 

The Chairmaj^. What is the name of the basic product out of 
which you manufacture aluminum ? T 

Mr. Davis. Bauxite is the mineralogical name ot^ife ore which is 
found in Arkansas, Georgia, Alabama, and Tennessee. 

The Chairman. What is bauxite ? 

Mr. Davis. Bauxite, technically speaking, is a hydrated oxide of 
alutninum, which means practically that it is an oxide of aluminum 
with a certain amount of water. 

:The Chairman. Not speaking technically, what is it? What kind 
of looking ore is it ? 

Mr. Davis. It looks like ordinary clay or dirt; in fact, until we 
invented or worked out the processes for the use of bauxite, bauxite 
was used in the communities where it was found in the same manner 
as any other clay or dirt, in building roads and making fills, and it 
was not recognized as a material of any special characteristics or 
special value. It usually has a slight reddish tinge on account of the 
iron which is contained in it as an impurity. 

Mr. Rogers. Is it mined or do you dig it up as from gravel pits ? 

Mr. Davis. It is mined in somewhat the same way that a limestone 
quarry is operated. 

Mr. Rogers. Is it abundant ? 

Mr. Davis. Yes, sir. 

Mr. Rogers. And you control great fields or great deposits of it 
throughout Arkansas and elsewhere ? 

Mr. Davis. We control quite a large amount of reasonable reserves. 

The Chairman. What does it cost you per pound or per ton to get 
it out? 

Mr. Davis. Without counting anything for the original cost, I 
believe we figure it costs about $3.50 a ton to put it on the car. 

Mr. Miliar. You are speaking now of the entire material that 
you mine? 

Mr. Davis. Yes, sir ; of the bauxite that we ship. 

Mr. Miller. What percentage of aluminum content is there in it? 

Mr. Davis. It takes about 6 tons of bauxite to make 1 ton of alum- 
inum. 

The Chairman. What is the cost to you of the bauxite that goes 
into a ton of aluminum? 

Mr. Davis. At $3.50 a ton 6 tons would cost $21. 

The Chairman. Is that the cost delivered at Niagara Falls? 

Mr. Davis. Oh, no ; that is the cost on board the cars at the mines 
in Arkansas. 

The Chairman. What is the cost at Niagara Falls? 

Mr. Davis. One can hardly calculate it in that way, because we 
ship bauxite only to East St. Louis, and there it goes through this 
process of which I have ^oken, and only about 2 tons of the refined 
product is sent on from East St. Louis to the smelting plants. 

The Chairman. Two tons out of 6 ? 
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Mr. Davis. Yes, sir. 

The Chairman. What I was trying to get at was how much the 
bauxite in a tbn of aluminum costs the company. at Niagara Falls, 
or how much a pound of bauxite costs your company delivered at 
Niagara Falls. It was stated before the committee the other day by 
a gentleman who said he was not certain of the correctness of the 
statement that the cost of the finished product to your companies at 
Niagara Falls was 7 cents a pound, and I was trying to ascertain the 
cost to your company of aluminum 

Mr. Davis (interposing). He said he did not know about it, did 
he not ? 

The Chairman. He said he did not know whether that was cor- 
rect or not, but that he understood the cost was 7 cents a pound. 

Mr. Davis. Well, that is a very 

The Chairman (interposing). And I was trying to find out the 
actual cost of it. 

Mr. Davis. That is a very erroneous impression. I feel a little 
embarrassed about disclosing the particulars of the cost of manu- 
facture, not because I have any hesitancy in telling any member of 
this committee exactly what the facts are, but, as you all know, the 
records are open for all time to come to competitors, of whom we 
have a great many abroad, who are very keen to find out about our 
affairs, and if you will permit me to speak in general terms I can 
I)erKaps give you a better conception of the cost of making alumi- 
num. I will put it to you in this way : If we should sell anybody our 
plant, charging just what it had cost us for the plant, and expect 
them to pay us thereon an interest rate of 6 per cent, and expect 
them to devote 4 per cent per annum to depreciation or maintenance, 
and if such a company were to buy the necessary raw materials on 
the open market to make aluminum, it would be impossible for such 
a company to make aluminum at 20 cents a pound. 

Mr. Porter. What is the market price of aluminum? What do 
you sell it for? 

. Mr. Davis. The market price of aluminum at the present time is 
37 cents a pound for 1918 delivery. 

Mr. Rogers. What has been the recent range in prices? 

Mr. Davis. If you gentlemen will permit me, I will explain the 
market situation of aluminum in what I hope will not be too many 
words, but it requires a little explanation in order to get it clearly be- 
fore you. When the war broke out about 40 per cent, on an average, 
of the aluminum consumption of this country was imported, being 
manufactured by foreign competitors. This importation was sub- 
stantially cut off, and we realized that our facilities would not be suf- 
ficient to supply the normal consumption of this country, for nat- 
urally we had only plant enough to supply the trade which we had 
been able to take away, in competition, from the foreign people. For- 
tunately, however, we were just about bringing into operation a very 
considerable increase in our production, so that we have been enabled 
to take care very well of the domestic consumption of this country. 
We adopted the policy of going to all of our customers in the begin- 
ning of each year and offering them for delivery during the next year 
an amount of aluminum equivalent to the amount of aluminum 
which they were buying for the current year ; and if we had a con- 



70 DIVERSION OP WATEB FROM THE NIAGARA RIVER. 

templated increase in production, offering them for the following 
year something in excess of their consumption of the current year. 

For instance, in the early months of 1916 we offered all of our cus- 
tomers, for deliver}^ in 1917, 125 per cent of the amount for which 
they had contracted for the year 1916, and we offered it to them at 
35 cents per pound, so that at the present time practically all of the 
United States consumption is being supplied at 35 cents a pound un- 
der the contracts which were entered into in the spring of 1916. In 
the year 1915 we offered for delivery during 1916, 1 think it was 115 
per cent of the 1915 takings, and our price at that time, I think, was 
32 or 33 cents. In any event the average price which we received for 
our products during the year 1916 under these contracts taken in the 
year 1915 was a little less than 30 cents per pound, and this price, you 
will understand, is the total amount of money that we received, 
whether under these contracts or any other contracts, divided by our 
total sales. The reason why it was less than the price at which we 
offered aluminum was because we had a good many arrears to make 
up in the year 1916 of contracts which, if they had been shipped on 
time, would have been shipped in 1915. In the same way, at the pres- 
ent time we have a large amount of arrears which ought to have been 
delivered last year. In this way our entire product has been shipped 
and delivered to the United States consumers from the beginning of 
the war to the present time at prices in no case in excess of 37 cents a 
pound, and averaging, perhaps, about 32 cents a pound. The average 
price that we received for all of our products during the month of 
April, 1917, just passed, was 35 cents per pound. 

You will see, therefore, that the statement or impression that we 
are selling our product to the United States consumers at 60 cents a 
poimd is as erroneous as such a statement could possibly be. I might 
add in this connection that on the breaking out of the war between 
the United States and Germany we offered the entire Government 
requirements to the United States Government at the price of 27^ 
cents per pound, and we are delivering all the requirements of the 
United States at this price. This price was submitted to the National 
Council of Defense and was by them submitted to the Bureau of 
Ordnance, and I would refer you gentlemen to the records, which are 
open to your inspection, in which it is stated, first, by the Bureau of 
Ordnance to the munitions board that this price is satisfactory to 
them, and, second, the reply of the munitions board to the Bureau of 
Ordnance that they consider the price satisfactory. I might also say 
that we have been told by many people, either in the Coimcil of 
National Defense or otherwise, that they consider the price eminently 
satisfactory under the circumstances. This price was arrived at by 
taking the average price for 10 years preceding the war, which was 
25^ cents per pound, and adding thereto 2 cents per pound as a 
partial compensation for the increased cost of manufacturing under 
present conditions as compared with prewar conditions. 

Mr. HuDDLESTON. Is that a fair addition, do you think? Does 
that fairly represent the increased cost ? 

Mr. Davis. It represents a portion of the increase. 

Mr. Porter. Is this price of 27^ cents a pound to the Government 
for the raw aluminum or is it after it is manufactured? 

Mr. Davis. That is for the ingot aluminum and all sheet ware and 
other forms of aluminum which are furnished by us to the Govern- 
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ment are furnished on a base price, as the trade expression is, of 27^ 
cents per pound. 

Mr. Porter. Does your company control the companies that manu- 
facture aluminum into various utensils ? 

Mr. Davis. Oh, no. We have facilities ourselves for manufacturing 
various things out of aluminum, but there are hundreds of companies 
that buy aluminum from us or else from European producers and 
make articles out of aluminum. 

Mr. Porter. Is the cost of making aluminum into utensils as great 
as that, for instance, of steel or tin plate ? 

Mr. Davis. It is about the same as would be the case in making a 
similar utensil out of brass or copper. 

Mr. Porter. Well, would that be greater or less than tin plate? 

Mr. Davis. It would be greater. 

Mr. Porter. How much greater? 

Mr. Davis. It is very difficult to answer that question in a general 
way, but perhaps twice as much. 

Mr. Porter. I have this in mind : What does a canteen weigh ? 

Mr. Davis. An ordinary canteen weighs a little over half a pound. 
We have an order for 1,000,000 canteens, or at least we are making 
1,000,000 canteens, with the expectation of getting an order in due 
course of time, but inasmuch as it was necessary for somebody to 
make canteens and take the risk we volunteered to make the canteens 
and presumptively we will, in due course of time, receive an order 
for them. In making these canteens we include the ingot aluminum 
at 27^ cents a pound and add the cost of fabrication — ^that is, first, 
of rolling the aluminum into sheets and afterwards of forming the 
sheets into canteens and furnishing the various accessories which go 
with them, the straps, and so on. 

Mr. Porter. I do not care for all of those details; I merely want 
the price to the Government. 

Mr. Davis. I was going to say that this fabricating cost, which is 
added to the 27^ cents a pound, is something less than the fabricating 
cost at the Rock Island Arsenal. 

Mr. Porter. Well, I would like to know the price that you fix in the 
sales to the Government. 

Mr. Davis. The price per canteen? 

Mr. Porter. Yes ; or per dozen, or thousand, or gross, or however 
you sell them. 

Mr. Finney. It is 91 cents, I think, with the cup. 

Mr. Davis. I think it is 74 cents for the canteen and cup complete. 

Mr. Miller. Does that include the cover on the aluminum can- 
teen — ^that is, the cloth cover? 

Mr. Davis. No; these canteens are not covered. 

Mr. Porter. No ; the cover comes from Europe, or did. 

Mr. Finney. The cover is supplied by the Rock Island Arsenal. 

Mr. Miller. Is the Government going to furnish covered canteens? 

Mr. Finney. They are not exactly covered; the cover is really a 
case for holding the canteen ; it is not a fixed cover on the canteen, 
because it lifts out of the case. 

Mr. Porter. It buttons on ? 

Mr. Finney. Yes. * 

Mr. Miller. The canteen bottle, as you might call it, slips into a 
case that the soldier has as a part of his equipment ? 
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Mr. Finney. Yes, sir. 

Mr. Davis. The point I wanted to make was this: That we are 
supplying these canteens, or propose to supply them when we get 
our order, to the United States Government at a cheaper price than 
the United States Government could make them if the Government 
bousht the alluminum at 27i cents per pound. 

]V&. T. F. Smith. Is the price of 74 cents which you quote the price 
that prevails on an order oi 1,000,000? 

IMCr Davts Y'es. 

Mr. T. F. Smith. That is the price on an order of 1,000,000? 

Mr. Davis. Oh, yes. 

Mr. T. F. Smith. You say you anticipate an order? 

Mr. Davis. Yes; we have told the Government what we would 
make 1,000,000 canteens for. 

Mr. T. F. Smith. And that is the price? 

Mr. Davis. Yes; and that, as I say, is a price which the records 
at the Eock Island Arsenal will show it will be impossible for the 
Kock Island Arsenal to meet, even if they were given the aluminum 
Bt 27^ cents per pound. 

Mr. T. F. Smith. What is the capacity of a canteen ? 

Mr. Finney. . One quart. 

Mr. Porter. Are the canteens that you are making being made in 
the factories of your company or in the factories of other companies? 

Mr. Davis. No, sir; they are being made in the factories of our 
company, because we could not very well go to other companies and 
ask them to make a lot of canteens until they have an order. 

Mr. Porter. They could not make the canteens without buying the 
aluminum from your company, could they ? 

Mr. Davis. No, sir. 

Mr. PoRiER. I have in mind the New Kensington plant, near Pitts- 
burgh. You are familiar with that plant, are you not? 

Mr. Davis. Yes, sir. 

Mr. Porter. I understand it is making canteens? 

Mr. Davis. Yes, sir. 

Mr. Porter. Is that one of your plants? 

Mr. Davis. Yes ; that is the plant at which we are making these 
canteens. 

Mr. Porter. Just another question. I can not understand the labor 
cost of producing aluminum. Take the item of a camp outfit, with 
which you are no doubt familiar. It weighs about 16 pounds, and it 
is sold by your company at either $21.50 or $22.50. Now, the labor 
cost there would be about 80 per cent, would it not, and say it weighs 
18 pounds, at 30 cents a pound, the price of a couple of years ago ? 

Mr. Davis. I am not very familiar with the fabricating business, 
but we pursue the policy of selling to ourselves, as it were, and to all 
Other makers, at uniform prices, so that if we make a camping outfit 
we must sell such a camping outfit in competition with anybody else. 

Mr. Porter. But they would have to buy their aluminum from you 
to make it, would they not? 

Mr. Davis. We sell to our company, our fabricating company, at 
the same price at which we sell to other people,. and make our figures 
on that basis. As a matter of fact, our fabricating company's profits 
average, I think, about 14 per cent, which is no more than a fair 
manufacturing profit. It really costs a great deal to make aluminum 
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utensils, in the same way that it costs a great deal to make a highly 
finished brass of copper utensil. 

Mr. Porter. You could make the same outfit out of tinplate for 
10 per cent of the cost of fabrication, could you not? 

Mr. Davis. I should doubt if you could make it for that, but you 
could make it for half, I have no doubt. 

The Chairman. What is the capital of your Niagara Falls plant? 

Mr. Davts. We have only one corporation and, therefore, only one 
capitalization. 

The Chairman. You are adding 10 per cent in ascertaining the 

cost per pound of aluminum on your capital invested, and I want 

. to find out how much of that would be chargeable to the Niagara 

Falls plants, as we are more interested in those plants, of course, 

than in your other plants. 

Mr. Davis. I think it would be fair to say that our capital is 
divided substantially pro rata to the output, because such a large 
portion of our capital is invested in preliminary operations, such as 
at East St. Louis, that I have just described and which are appli- 
cable to all of our plants; consequently I take it that it would be 
fair to sav that Niagara Falls ought to be charged with its per- 
centage 01 the East St. Louis investment, and so on at our various 
other plants. 

The Chairman. Something over one-fifth of your investment, 
then, would be charged to Niagara Falls? 

Mr. Davis. Yes, sir. 

The Chairman. What is your total investment? 

Mr. Davis. A little over $80,000,000. 
• The Chairman. At Niagara Falls it would be $17,500,000. That 
would be a fair amount to charge against Niagara Falls, would it 
not? 

Mr. Davis. I would suppose so. 

The Chairman. How do you make up the 20 cents per pound for 
aluminum made at Niagara Falls, figuring an investment there of 
$17,500,000? 

Mr. Davis. I make it up in exactly the same way that anybody 
makes up their costs. 

The Chairman. What goes into aluminum besides bauxite? 

Mr. Davis. A great many raw materials and a very large amount 
of labor. While aluminum may look to be a crude material it is in 
reality a highly finished product, when its cost is compared with its 
raw material and when the amount of labor and other raw materials 
are taken into consideration. The cost of the raw material itself is 
a comparatively small percentage of the total cost. Our costs for 
coal are more, I think, than for bauxite ; our costs for limestone are 
comparable with our bauxite costs; our costs for soda ash, amount, 
I think, to 1 cent a pound ; our costs for filter cloth are very heavy ; 
our costs for carbon electrodes run considerably over 1 cent a pound, 
and so on, until we arrive at the total disbursement for labor and 
material to which, if one adds the interest on the investment and 
depreciation 

The Chairman (interposing). Is there anyway in which you can 
give us, just as you did for coal at 1 cent a pound, the cost of each one 
of these items per pound ? 
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Mr. Davis. I could not give it out of my memory. As I say. I 
have no objection whatever to disclosing all of our inside affairs to 
the members of this committee, but I thmk you will respect my em- 
barrassing position when I say that I do not want to disclose to the 
world at large all the details of our costs. I have given you the 
gross; I have given you a general explanation, but I can not from 
memory give you the details. 

The Chairman. The gross seems to be so out of proportion to the 
cost of the basic material that it rather arouses my interest to see 
what the other items are^ 

Mr. Davis. It is a fact, nevertheless, that our disbursements for 
labor and material for the first four months of 1917, without any 
charge for overhead, interest on investment, fixed charges, and with- 
out including such raw materials as bauxite, etc., as we own our- 
selves, at their present high market rates, have been considerably 
over twice 7 cents per pound. 

Mr. HuDDLESTON. Will you give us a brief general statement of 
the processes by which aluminum is made, so that we may have some 
information about that ? 

Mr. Davis. Bauxite is shipped to East St. Louis and there it is 
digested with caustic soda, which is done by mixing soda ash with 
quicklime; the aluminate of soda thus produced is dissolved and 
tile iron and titannic acid are then removed by a filtering process; 
the alumina contained in the aluminate of soda is precipitated by 
chemical methods, and after that it is calcined at a temperature of 
about 2,000 degrees. 

Mr. HuDDLiESTON. Where does your competition come from in thisi 
business? 

Mr. Davis. Our competition, as I have stated, has been entirely 
from Europe. 

Mr. HuDDLESTON. Whereabouts in Europe? 

Mr. Davis. There are five companies in France; two in Norway; 
two in Switzerland ; one in Italy ; and two in England. 

Mr. HuDDLESTON. Do all of these concerns use water power in their 
processes ? 

Mr. Davis. They use exactly the same processes that we use. 

Mr. HuDDLESTON. Do you make it anywhere except by the use of 
water power? 

Mr. Davis. No, sir. 

Mr. HuDDLESTON. Your concern is a corporation, I believe ? 

Mr. Davis. Yes, sir. 

Mr. HuDDLESTON. Where is it organized? 

Mr. Davis. It is a Pennsylvania corporation. 

Mr. HuDDLESTON. Does that corporation operate in Canada ? 

Mr. Davis. No, sir. 

Mr. HuDDLESTON. But you have a plant there ? 

Mr. Davis. We have a company called the Northern Aluminum 
Co., which owns and operates a plant in Canada. The separate corpo- 
ration is merely to facilitate taxation, reporting, and so forth, to the 
Canadian Government. 

Mr. HuDDLESTON. That is a Canadian corporation ? 

Mr. Davis. Yes ; all of the stock of which is held by the Aluminum 
Co. of America. 
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Mr. HuDDMssTON. What is the capitalization of that company ? 

Mr. Davis. The capitalization is $500,000. 

Mr. HuDDi/ESTON. Do you use in your Canadian plant materials 
from your mines in the United States? 

Mr. Davis. Yes. We treat our Canadian plant, as a matter of fact, 
exactly the same as one of our United States plants. 

Mr. HuDDLESTON. The product of your Canadian plant is sold in 
Canada and not sold in this country ? 

Mr. Davis. It has been sold in Canada and in England largely, and 
at the present time it is being taken by the jEnglish Government. 

Mr. HuDDLESTON. Havc you any subsidiary companies? 

Mr. Davis. Oh, yes, sir; we have quite a numoer. Our various 
power companies are subsidiary companies, and we have one or two 
short railroads, and so on. 

Mr. HuDDLESTON. Havc you subsidiary manufacturing companies ? 

Mr. Davis. We have the United States Aluminum Co., which is 
the company to which I have referred as being our manufacturing 
company; that is the company which fabricates the aluminum into 
canteens and other such articles. 

Mr. HuDDUBSTON. Will you attach to your answer, at your conveni- 
ence, a list of the subsidiaries that your company has? Now, I 
would like to ask about your affiliated companies. Is your concern 
affiliated in any way with manufacturing concerns producing large 
quantities of stuff out of aluminum? 

Mr. Davis. None at all. 

Mr. HuDDLESTON. Are you connected in any way with power gen- 
erating concerns that supply power to the public or to other cor- 
porations ? 

Mr. Davis. Only in a very incidental manner and trivial amounts 
where we own a power plant, as, for instance, at Messena, N. Y. We 
'use ourselves about 75,000 horsepower from this plant, but in order 
to assist the town we sell electric light and small blocks of power to 
anybody who wants it in the town to a total, perhaps, of three or 
four hundred horsepower. But it is more of an accommodation 
than a business. , 

Mr. HuDDLESTON. Is that the only instance in which your concern 
is connected in any way with power-generating concerns selling 
power to others? 

Mr. Davis. No, sir. We own a company about 15 miles from Mas- 
sena, N. Y., in a place called Potsdam, N. Y. It is a company called 
the Hannawa Falls Power Co., and it is a company which, when we 
bought it, was already engaged in the business of supplying power 
to the surrounding community to a total, perhaps, of 6,000 or 7,000 
horsepower. We bought the company because it had a certain 
amount of surplus capacity which we could use at Massena, and we 
are, therefore, operatmg this company and when there is any sur- 
plus of power owing to high water we use it at Massena. 

Mr. HuDDLESTON. That is the only instance of a similar nature? 

Mr. Davis. No, sir ; we own a company near Massena on the Cana- 
dian side, which we bought because it was necessary to own it in 
order to make a contemplated water-power development which we 
have never yet made. That is a small company generating about 
2,000 horsepower. 
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Mr. HuDDLESTON. The total capitalization of your concern, with all 
of its subsidiaries, is $80,000,000, 1 believe you said ? 

Mr. Davis. No; I said the total investment of our company and 
its sub^diaries is $80,000,000. 

Mr. HuDDLESTON. That includes all subsidiaries? 

Mr. Davis. Yes. 

Mr. HuDDLESTON. What distinction do you make between that and 
capitalization ? 

Mr. Davis. The capitalization is the authorized capital stock, 
which is $20,000,000. 

Mr. HuDDLESTON. The balance represents securities outstanding, 
does it ? 

Mr. Davis. No, sir; the balance represents investments in plants, 
etc. 

Mr. HuDDLESTON. Is that accounted for by surplus or by outstand- 
ing securities ? 

Mr. Davis. It is accounted for by surplus. 

Mr. HuDDLESTON. Your concern has no outstanding bonds? 

Mr. Davis. No, sir. 

Mr. HuDDLESTON. How do you explain the fact that you have no 
competition in this business, which appears to be profitable? 

Mr. Davis. Well, I have no explanation to offer, except the one 
which I have frequently offered, which is that we are making alumi- 
num so good and so cheap that nobody else has ever gone into the 
business. There really is nothing to prevent anybody from going 
into the business. 

Mr. HuDDLESTON. You enjoy in no way any superior advantages, 
except by having an established trade and knowing the business? 

Mr. Davis. That is all. 

Mr. HuDDLESTON.* You have no substantial monopoly of deposits 
of bauxite? 

Mr. Davis. No, sir. 

Mr. HuDDLESTON. You do own coal mines, I believe you said? 

Mr. Davis. No, sir. 

Mr. HuDDLESTON. You buy your coal in the market? 

Mr. Davis. Yes. 

Mr. HuDDLESTON. Do you own any other mines except bauxite 
mines? 

Mr. Davis. That is all. 

Mr. Porter. Are any of these processes patented ? 

Mr. Davis. No, sir. Some of them were patented in the earlier 
days, but for the last 10 or 15 years there have been no patents, 

Mr. HuDDLESTON. Has your concern any relation to either of the 
power-producing concerns at Niagara Falls? 

Mr. Daves. None whatever. 

Mr. HuDDLESTON. It is reported that there is a project under way 
for the consolidation of the Niagara Falls Power Co. and the Hy- 
draulic Power Co. Has your concern anything to do with that con- 
solidation? 

Mr. Davis. None whatever. 

Mr. HuDDLESTON. When did you establish your plant at Niagara ? 

Mr. Davis. In 1896. 

Mr. HuDDLESTON. That is about the date of your first contract 
there? 
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Mr. Davis. Ye^j sir. 

Mr. HxjDDuassTON. Your relation to the Hydraulic Power Co. is. 
that they own the canal, they own the pen stocks and turbines, and 
the latter are ge^ikred or connected with your generators ? 

Mr. Davis. Yes, sir. 

Mr. HuDDLBSTON. And you have a contract whereby you are per- 
mitted to generate so much horsepow,er in that way ? 

Mr. Davis. Yes, sir. 

Mr. HuDDLESTON. Do you own the generators and connect the wires, 
or are they leased by you ? 

Mr. Davis." We own them, and we operate the entire power plant 
with our own men. 

Mr. HuDDLESTON. Were they installed by you, or did you buy then> 
after their installation? 

Mr. Davis. They were installed by us. 

The Chairman. Will you give us the gross cost of your Niagara 
Falls plants — the gross cost of running them per year ? 

Mr. Davis. I could not do that from memory. 

The Chairman. Could you send it to us ? 
. Mr. Davis. I do not know exactly what you mean by gross cost. 

The Chairman. I mean the cost of running the Niagara Falls 
plants, securing the material, paying for labor, and paying for coal ; 
and every other cost of running the plants. 

Mr. Davis. I might say that our costs at Niagara Falls do not 
vary from our costs elsewhere; they are almost exactly the same, so 
that the figures which I have already given you in regard to cost 
apply to Niagara Falls as well as to any other plant. 

The Chairman. I have not gotten any information from your 
figures so far as the cost of your product is concerned. You include 
your investment, and in answer to Mr. Huddleston's question it turns 
out that a part of that investment belongs to or is to be charged to a 
great number of subsidiary companies, including some short rail- 
roads. I have heard nothing from which I could determine whether 
aluminum costs 7 cents a pound or 20 cents. 

Mr. Davis. I am afraid that perhaps I did not make myself clearly 
understood. In estimating the interest and maintenance on the total 
plant taken together, I included only such portions of the plant as 
are necessarjr to our use for the production of aluminum. I did not 
include the investment in this commercial power company that I 
spoke of, neither did I include the investment in the United States 
Aluminum Co., which makes finished utensils. I merely included 
the investments in companies which are necessary for the produc- 
tion of aluminum and which really constitute one company, operat- 
ing one process, but, merely for the convenience in bookkeeping or 
on account of the geographical distribution, happen to be under 
separate incorporations, but they are all owned outright by the 
Aluminum Co. of America, and are operated by the Aluminum Co. 
of America as one plant. 

Mr. Rogers. May I ask what proportion of your total output is 
sold to your own subsidiary fabricating company ? 

Mr. Davis. Relatively a small percentage. I should say as a guess 
not over 10 per cent. 

Mr. Rogers. Do you export any of your product ? 
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Mr. Davis. The conditions sre naiiiniUj different now than they 
were before the war. Bef<»*e the war we exported noDft of the 

groducts except the product which we made at our Canadian plMii^ 
ince the war we have exported all of our Canadian product and a 
very small amount of our United States product. 

Mr. Rogers. Of the 90 per cent of your product which is not sold 
to your own subsidiaries, is the distribution directly to manufac- 
turers or is it done through jobbers or some similar intermediary 
process? 

Mr. Davis. Practically all of it, 99 per cent, is direct to the con- 
sumer. 

Mr. Rogers. How many consumers are on your rolls; in other 
words, how many customers have you ? 

Mr. Davis. I can not answer that question ; a good many thousands. 

Mr. Rogers. Is there any tariff protection upon aluminum? 

Mr. Davis. Yes, sir; 2 cents a pound. 

Mr. Rogers. Was that changed in 1913? 

Mr. Davis. Yes, sir; it was reduced to 2 cents a pound. I have 
forgotten what it was before. 

Mr. Sabath. It seems that j'^ou have been unable to give the chair- 
man the figures that he has sought to secure. Is it not a fact that 
you make a statement each and every year, a report on each and 
every plant? 

Mr. Davis. Yes, sir. 

Mr. Sabath. And that such statement and report is a part and 
parcel of your minutes? 

Mr. Davis. Yes, sir. 

Mr. Sabath. And can be easily secured? 

Mr. Davis. Yes, sir. 

Mr. Sabath. You publish the reports and give them out to the 
financial world? 

Mr. Davis. No, sir; we do not. 

Mr. Sabath. Are not the reports published by the New York 
financial papers? 

Mr. Davis. No, sir. 

Mr. Sabath. Such as the Wall Street Journal and other papers? 

Mr. Davis. No, sir. Our company is a small company, closely held. 
We have quite a large number of stocldiolders, but a large percentage 
of the stockholders are our employees, who have under one condition 
or another secured the stock. 

Mr. Sabath. What is the number of your stockholders? 

Mr. Davis. I suppose 300. 

Mr. Sabath. For the entire $80,000,000 of stock? 

Mr. Davis. Yes, sir. 

Mr. Porter. Only $20,000,000 of stock. 

Mr. Davis. The stock is closely held. The company is not a public 
company, listed on Wall Street, ^ving out its reports to the public, 
but it is the same as any other privately operated corporation, and it 
is for that reason I have suggested to the committee that thev would, 
perhaps, excuse me from entering into details which after ail do not 
affect the tetals. I have given you a very accurate and clear concep- 
tion of the totals. I think you will respect my position when you 
understand that acting on behalf of my associates I do not feel like 
giving up all of the inside facts to our foreign competitors. That is 
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all it amounts to. If any of you gentlemen would like, I should be 
very glad to give you any facts and figures that you can ask for, but 
I prefer that thev do not go into the record. 

Mr. Sabath. Your stock is not quoted in Wall Street? 

Mr. Davis. No, sir. 

Mr. Sabath. Is it quoted on the curb? 

Mr. Davis. No, sir. 

Mr. Sabath. Has the stock been sold lately at all? 

Mr. Davis. Only very minor sales among the inside people. 

Mr. Sabath. Private sales. 

Mr. Davis. Yes, sir. 

Mr. Porter. Wnen was your company incorporated? 

Mr: Davis. In 1888. 

Mr. Porter. With a capital stock of $20,000,000? 

Mr. Davis. No, sir; our original capital stock was $1,000,000. 

Mr. Porter. When was it increased to $20,000,000? 

Mr. Davis. It was increased by successive changes to $20,000,000. 

Mr. Porter. When was the last increase? 

Mr. Davis. The last increase was in 1909. 

Mr. Porter. You say that your plants are now worth $80,000,000? 

Mr. Davis. Yes, sir. 

Mr. Porter. The difference between the original capital of 
$20,000,000 and $80,000,000 represents surplus that has been ex- 
pended in betterments, I presume? 

Mr. Davis. Substantially. 

Mr. Sabath. Are you taking it for granted that the difference 
between $1,000,000 and $20,000,000 has been paid in? 

Mr. Porter. I am coming to that. Originally, you had $1,000,000 
capital stock? 

Mr. Davis. Yes, sir. 

Mr. Porter. I assume that that was paid in in cash ? 

Mr. Davis. Yes, sir. I think there was some allowance for pat- 
ents, but substantially it was paid in in cash. 

Mr. Porter. The next increase was what? 

Mr. Davis. I believe the next increase was $600,000. 

Mr. Porter. Was that paid in in cash ? 

Mr. Davis. Yes, sir. 

Mr. Porter. When was the next increase? 

Mr. Davis. The next increase was several years after and consisted 
of an increase to $3,200,000. 

Mr. Porter. Did that represent cash ? 

Mr. Davis. One-half cash and the other half was a stock dividend. 

Mr. Porter. When was the next increase? 

Mr. Davis. The next increase was in 1909. 

Mr. Porter. What did that represent? 

Mr. Davis. A stock dividend. 

Mr. Porter. What was the amount of that stock dividend? 

Mr. Davis. Five hundred per cent. 

Mr. Porter. Could you estimate for me, in round figures, the ac- 
tual amount of cash that has been invested in the $80,000,000 plants? 

Mr. Davis. $80,000,000. 

Mr. Porter. I understood you to say that the properties were 
worth $80,000,000. 

Mr. Davis. Yes, sir. 
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Mr. Porter. With a capital stock of $20,000,000 ? 

Mr. Davis. Yes, sir. 

Mr. Porter. How much cash does the $20,000,000 of stock repre- 
sent " 

Mr. Davis. $80,000,000. 

Mr. Porter. The actual cash paid in, not money from the profits ? 

Mr. Davis. I suppose $3,000,000, or thereabouts. 

Mr. Porter. What dividend did you pay last year ? 

Mr. Davis. Ten per cent on $20,000,000. 

Mr. Porter. And the year preceding? 

Mr. Davis. Ten per cent, I think it was. 

Mr. Porter. Last year how much of your profits did you apply 
to betterments, in addition to paying the 10 per cent dividend? 

Mr. Davis. Practically all of the balance. We have always paid 
very small dividends, but I can not remember oflFhaiid the exact 
figures; but for the firfet 8 or 10 years of our existence we did not 
pay any dividends at all. Since then our dividend has averaged 
about 2 per cent of the capital invested. So while we have always 
been able to make a fair, but nothing more than a fair, return on the 
capital invested on account of the fact that we have only taken out 
of the business 2 per cent of the earnings based upon the capital in- 
vested, we have been able, on account of this method, which repre- 
sents personal self-denial for 30 years, to build our company up to 
its present state. If you will figure what we, or any other such con- 
cern, having its investments in a manufacturing business and oper- 
ating under normal conditions with no more than normal earnings, 
will produce with only 2 per cent per annum paid to the stockholders, 
you will see that our company has done well, but no more than ordi- 
narily well. 

Mr. Porter. The point which I want to ascertain is this: You 
declared a dividend of 10 per cent. What was the balance of the 
profits based on percentage that went into betterments, assuming that 
the profit was 20 per cent 6i your capital stock or 25 per cent, or 
something of that sort. In other words, how much did you make 
last year? 

Mr. Davis. We made a little over $20,000,000. 

Mr. Porter. Last year ? 

Mr. Davis. Yes, sir. 

Mr. Porter. You made about 100 per cent on the capital stock? 

Mr. Davis. Yes, sir; and about 25 per cent on the investment. 

Mr. Porter. You declared a dividend of 10 per cent ? 

Mr. Davis. Yes, sir. 

Mr. Porter. And 90 per cent, or the balance, went into the better- 
ment of your plant ? 

Mr. Davis. Yes, sir. 

Mr. Porter. How is the labor cost in Canada in comparison with 
j^our American plant — higher or lower or about the same ? 

Mr. Davis. Just about the same. It used to be very much lower, 
but now it is just about the same. 

Mr. Porter. What price do you charge the English Government 
for canteens? 

Mr. Davis. We are not making any canteens for the English Gov- 
ernment. We are charging the English Government 35 cents a 
pound for the entire output of our Canadian plant, plus £4,000,000 
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which we gave them at their urgent request, of our United States 
output. 

Mr. Porter. Have you any protection by way of a tariff in Canada? 

Mr. Davis. No, sir; except the present war tariff. 

Mr. Porter. But prior to the war? 

Mr. Davis. No, sir. 

Mr. Porter. The reason I asked that question I was led to believe 
by our Pittsburgh concern that the lower tariff on aluminum would 
be ruinous. 

Mr. Davis. It would have been. Two cents a pound does not rep- 
resent the difference in cost of manufacture between the Ignited 
States and Europe. 

Mr. Porter. You made 100 per cent last year? 

Mr. Davis. One hundred per cent on the authorized capital, but 
not on our investment, which we have had in this business for 30 * 
vears. You must bear in mind that we have taken no monev out ta 
speak of. 

The Chairman. You spoke of $3,000,000; where did you get the 
$3,000,000 ? 

Mr. Davis. At various stages. 

The Chairman. First, the company was capitalized at $1,000,000? 

Mr. Davis. Yes, sir. 

The Chairman. Was that all money ? 

Mr. Davis. I think there was some allowance for patents. 

The Chairman. How did Mr. Hall come in? 

Mr. Davis. He came in on that. 

The Chairman. Did he put up money or his patents ? 

Mr. Davis. His patents. 

The Chairman. What proportion of the million dollars did his 
patents represent? 

Mr. Davis. In the beginning they represented about 40 per cent^ 
but there were so many changes that the patent situation afterwards 
became very much less than S) per cent. 

The Chairman. And the other $600,000 was in money? 

Mr. Davis. Yes, sir. 

The Chairman. At first? 

Mr. Davis. Yes, sir. 

The Chairman. The next increase was $600,000? 

Mr. Davis. Yes, sir. 

The Chairman. Was there any money put in? 

Mr. Davis. Yes, sir. 

The Chairman. That makes $1,200,000? 

Mr. Davis. Yes, sir. 

The Chairman. The next increase was to $3,200,000? 

Mr. Davis. Yes, sir. \ 

The Chairman. Half of that was outside cash? 

Mr. Davis. Yes, sir. 

The Chairman. That made $2,000,000. That is all the cash that 
was ever put in this company ? The rest represents profits 

Mr. Davis. That was 30 years ago — I can not bring it all back — ^but 
nay recollection is that more than $600,000 was put in at the begin- 
ning, but with the proper correction made for that your figures 
would be correct. 

102504—17 4 



82 DIVEB8I0N OF WATBB FBOM THE NIAOABA BIVEB. 

Mr. Charlies B. Smith. Speaking of Mr. Hall, who died 

Mr. Davis (interposing). Please excuse me a moment. One mil- 
lion dollars was put in when the capital was increased to $3,200,000. 
The last time we made our increase there was $1,000,000 in cash. 
I did not expect to be questioned on that, and it has been so many 
years affo that my memory is a little vague. 

Mr. Charubs fe. Smith. The chairman has mentioned Mr. Hall. 
When he died a short time ago I understand he left an estate of 
somewhere between five million, six million, or seven million dollars. 
How did he acquire that, by the addition of these stock dividends ? 

Mr. Davis. And by purchase. 

Mr. CharliEs B. Smith. He made the money out of his invest- 
ments in the Aluminum Co. ? 

Mr. Davis. I can not say. I do not know how he made his 
money. 

The Chairman. He owned one-fourth of the stock? 

Mr. Davis. Very nearly, at the time of his death. 

The Chairman. His estate must have been worth $20,000,000 or 
$25,000,000. 

Mr. Charles B. Smith. We have been told that this legislation 
is necessary because aluminum is used for war munitions or war 
material. I would like you to tell us in just what way aluminum 
goes into muniticns or materials in connection with the war, so 
that we will have that in the record? 

Ml*. Davis. Ahiminum is used in a great many ways in connection 
with war supplies. The direct use of aluminum is in the form of 
ground or powdered aluminum, which is mixed with the explosive 
to accentuate the explosive power. Aside from this use, the places 
in which aluminum is used are a thousand and one places where a 
metal of its light weight and noncorroding qualties is desired. For 
instance, in the engines of airplanes, in Zeppelins, in various parts 
of trucks, in bake ovens, water-sterilizing apparatus, in canteens, 
meat cans, picket pins, tent pins, etc. Aluminum is also an essential 
feature in the manufacture of steel. Although only a small per- 
centage of aluminum is put in steel, in the aggregate a very large 
tonnage is used in steel, and in so far as such steel is used for gov- 
ernmental purposes the aluminum indirectly is used for govern- 
mental purposes. 

Mr. Charles B. Smith. Do you know how much is being sold to 
the steel companies now of your production ? 

Mr. Davis. I c§in not answer that question in percentage, but I sup- 
pose one-sixth or one-seventh of the total product, as a rough guess. 

Mr. Charles B. Smith. Are you selling any aluminum to the Gov- 
ernment outside of the aluminum used in the canteens? 

Mr. Davis. Yes, sir; we are selling to the various arsenals, navy 
yards, and other bureaus. 

The Chairman. Please state how much you sell to the Govern- 
ment. 

Mr. Davis. Up to the pY'esent time, since the beginning of the war, 
the amount of aluminum which has been used has not been large. 
We estimate the present requirements of the Government are about 
8,000,000 pounds ; but presumptively, when they begin to go into the 
Zeppelin, aeroplane, and motor-truck business the requirements will 
be substantially larger. 
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The Chairman. Have you any relation with the Government? Do 
you occupy any position with the Government? 

Mr. Davis. No, sir. I am chairman of the subcommittee of the 
National Council of Defense, if that can be considered a Government 
position. 

The Chairman. By whom were you appointed ? 

Mr. Davis. By Mr. Baruch. 

The Chairman. Of the Council of National Defense? 

Mr. Davis. Yes, sir. 

Mr. Charles B. Smith. Do you know how much electric power 
5^ou are getting as a result of the temporary permits granted last 
year by Congress? 

Mr. Davis. I think it is about 10,000 horsepower. It is a little 
difficult to say how much we get as a result oi this permit as com- 

Eared with what we would get anyway without the permit, but per- 
aps 10,000 horsepower will oe a fair estimate. 

Mr. HuDDLESTON. What are the duties of the chairman of this sub- 
committee? What is the chairman of this subcommittee supposed 
to do? 

Mr. Davis. The chairmen of all of these subcommittees are supposed 
to look after the requirements of the Government in their particular 
line. We, of course,*have no authority to buy or close any contracts. 
All of the contracts are not submitted to us for our comment or 
approval. 

Mr. HuDDLESTON. You act in an advisory capacitjr? 

Mr. Davis. We act simply in an advisory capacity. In so far as 
my committee has acted so far, certain requirements of the Govern- 
ment have been turned over to us for our approval after all of the 
bids have been taken, and our opinion has been asked as to whether 
the price is a fair one, and whether we considered the parties re- 
liable, the specifications correct, etc. 

Mr. HuDDLESTON. Who are your associates on the committee? ' 

Mr. Davis. Mr. E. E. AUyne, president of a large aluminum 
foundry, and Mr. Janney, of Philadelphia, who is a metal broker. 

Mr. HuDDLESTON. Have they Government contracts also? 

Mr. Davis. No ; I think not. 

Mr. HuDDLESTON. Thcv are in the business to ask for them? 

Mr. Davis. Mr. Janney would not b^. I suppose Mr. Allyne's 
c^ompany would take a contract if one came along for crude castings, 
but up to the present time nothing of that kind has come up, and I 
do not know that it will. 

Mr. HuDDLESTON. This committee is the one you referred to when 
you stated that the price you had made was approved by the authori- 
ties? 

Mr. Davis. No, sir; it was approved by the Council of National 
Defense or by the munitions board. I will have to admit my igno- 
rance of the exact line of cleavage. 

Mr. HuDDLESTON. You can pardon us all for having some ignorance 
on that point. What we want to do is to secure some information. 

Mr. Davis. After the prices were approved by the Ordnance Bu- 
reau they were approved by the munitions board. I remember tht^t 
the approval was signed by Mr. Scott and Mr. Plant. I do not 
know just who Mr. Plant is. I know Mr. Scott. 

Mr. HuDDLESTON. Who is Mr. Scott? 
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Mr. Davis. Mr. Scott is a Cleveland gentleman who, as I under- 
stand, is chairman of the munitions board. 

Mr. Porter. You are chairman of the aluminum committee? 

Mr. Davis. Yes, sir. 

Mr. Porter. And you have two associates? 

Mr. Dams. Yes, sir. 

Mr. Porter. In case the Government wanted to buy aluminum that 
would be assigned to your committee? 

Mr. Davis. That has not been the way in which it has been done. 

Mr. Porter. If bids were submitted to furnish aluminum, your 
committee would primarily pass on the bids? 

Mr. Davis. No, sir. 

Mr. Porter. What function do you perform? 

Mr. Davis. It varies. 

Mr. Porter. That is what I am trying to ascertain. 

Mr. Davis. It is purely advisory. 

Mr. Porter. Suppose you, representing one company, and your 
associates each representing a company and three bids should come in, 
one from each company, how would the committee determine that? 

Mr. Davis. Our committee has no authority over the bids. The 
procedure so far as our committee has been concerned, and I know 
nothing about any other committees, has been substantially as fol- 
lows : For instance, the Quartermaster's Department has been in the 
market for 4,000,000 aluminum tent pins. They have obtained prices 
from, perhaps, 15 or 20 diflFerent companies. My own company 
did not bid. We were not asked to bid. In fact, it is a little out of 
our line and I do not suppose that we would have bid on them. These 
bids have all been taken by the Quartermaster's Department in ex- 
actly the same manner as they would have been before the war. We 
were not consulted in the matter in any way, shape, or form. I 
mean our subcommittee was not consulted. The Quartermaster's 
Department now proposes to let this contract presumptively to the 
lowest bidder. I understand that yesterday a letter was sent from 
the Quartermaster's Department to the Council of National Defense 
stating that they proposed to let a contract for 4,000,000 tent pins 
at such and such a price, and asking the opinion of the Council of 
National Defense as to the price, specifications, etc. This letter 
will be turned over to our c^^mmittee, presumptively, and the mem- 
bers of the committee who know something about the aluminum 
business will figure it through and ascertain if, in our opinion, the 
price is a fair one. 

Mr. Porter. Your company will not be one of the bidders ? 

Mr. Davis. No, sir. 

Mr. Charles B. Smith. You make the aluminum? 

Mr. Davis. We do not know whether we would or not. We have 
nothing to do with the concerns. I do not even know who is bidding 
on the aluminum. 

Mr. Porter. You furnish the aluminum to the company that make^ 
the pins? 

Mr. Davis. We very likely will. I do not know who they are or 
with whom they have their aluminum contracts. 

Mr. T. F. Smith. Is not your concern the only one in this country ? 

Mr. Davis. At the present time; yes, sir. There is a very large 
'ijmount of aluminum on the market which is resold aluminum, and 
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a great deal of the present supply of aluminum comes from scrap, 
junk, and various other forms of old aluminum. 

Mr. T. F. SMrrH. With reference to the contemplated order for 
canteens, your concern would be the only one that would be able to 
furnish canteens in that number? 

Mr. Davis. I think we would be the only concern that is big 
enough to get a million canteens out in the very short time that is 
required. 

Mr. T. F. Smith. So that your concern would supply them? 

Mr. Davis. Not necessarily. 

Mr. T. F. Smith. You would know, as a member of the subcom- 
mittee, that the committee was considering an order for 1,000,000 
canteens ? 

Mr. Davis. No, sir; I would not. 

Mr. T. F. Smith. Aluminum canteens 

Mr. Davis. No, sir. For instance, I knew nothing about the tent- 
pin order until it was all through. 

Mr. T. F. Smith. But, in the final analysis, vou would, would you 
not ? 

Mr. Davis. Yes, if it were sent to the Council of National Defense. 

Mr. T. F. Smith. Do you furnish jobbers with aluminum utensils 
of any kind that are used by jobbers throughout the country? 

Mr. Davis. Yes, sir. 

Mr. T. F. Smith. Coffee kettles, and the like? 

Mr. Davis. Yes, sir. 

Mr. T. F. Smith. Can you recall now what you get for coffee 
kettles? 

Mr. Davis. No, sir ; not for cooking utensils, because 

Mr. T. F. Smith (interposing). Tan you say what price you get 
for any utensils ? 

Mr. Davis. No, sir. 

Mr. T. F. Smith. For utensils of the size and capacity of the army 
canteen? 

Mr. Davis. We get more; I have no hesitancy in saying that we 
would get more. 

Mr. Goodwin. How many aluminum companies are there in Amer- 
ica of any substantial size or importance ? 

Mr. Davis. Do you mean manufacturing companies? 

Mr. Goodwin. Yes, sir. 

Mr. Davis. Do you mean companies smelting aluminum from the 
ore or manufacturers of canteens ? 

Mr. GrOODWiN. Either or both. 

Mr. Davis. We are the only company that smelts it, or produces 
it from the ore, but there i^a large number of companies who buy 
aluminum and make utensils out of it. As a matter of fact, any com- 
pany which has the facilities for utilizing brass or copper is in as 
good a position to utilize aluminum. 

Mr. Goodwin. What percentage of the world's output of aluminum 
is produced in this country ? 

Mr. Davis. About one-half of it, I think, is made here. 

Mr. Goodwin. About one-half of it is found in America, or most 

ofit 

Mr. Davis (interposing). Do you mean what percentage of the 
total ore of the world exists in the United States! 
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Mr. Goodwin. Yes, sir. 

Mr. Davis. That would be a very difficult question to answer. 
Bauxite exists in great quantities in a great many places, and it has 
never been really measured up or calculated. 

Mr. Goodwin. What increase in the price of aluminum has taken 
place since the beginning of the European war? 

Mr. Davis. I think, perhaps, that you were not here 

Mr. Goodwin (interposing). No; I came in just a few minutes ago. 

Mr. Davis. I said awhile ago that our average price for the 10 years 
preceding the war was 25^ cents per pound, and that our price for 
1916 was 30 cents per pound, or a little less than 30 cents per poimd. 

Mr. Goodwin. Wharis your present price? 

Mr. Davis. Our average price in April, 1917, was 35 cents per 
pound. 

Mr. Goodwin. You spoke awhile ago of the increased value of 
your plant being due to betterments, the betterments consisting of 
the application of the undivided profits to the company. Do I un- 
derstand that to be the case? 

Mr. Davis. Exactly. 

Mr. Goodwin. What has been the total amoiuit of the undivided 
profits, from the beginning of your company, or during the entire 
existence of your company, up to the present time — ^that is, the total 
amount of the undivided profits or dividends that went into better- 
ments ? 

Mr. Davis. Perhaps $70,000,000. 

Mr. Goodwin. Is the $80,000,000 you mentioned in effect the valua- 
tion placed on your plant, or the real genuine vahiation of it, and is 
that reached by taking the moneys paid in from time to time by w^ay 
of capital, plus theJ undivided profits going into the company in the 
way of betterments? 

Mr. Davis. It represents actual cash disbursements. 

Mr. (lOODWiN. It is represented by actual cash disbursements, and 
there is no watered stock in that ? 

Mr. Davis.' There is no watered stock or appraisements. 

Mr. Goodwin. Then, the capitalization is still $20,000,000, is it 
not? 

IVXr. Davis. Yes sir. 

Mr! Goodwin. But the value of it is $80,000,000 ? 

Mr. Davis. Yes, sir. 

Mr. Goodwin. You may not care to answer this question, but I 
will ask it: Would a concern like yours, which was earning divi- 
dends pretty liberally, be on the market for $80,000,000? If $80,- 
000,000 had been paid in in the way of undivided profits, plus cash 
subscriptions from time to time, would* not the value of that prop- 
erty be more than $80,000,000, or does that represent the actual 
moneys put into the property? 

Mr. Davis. That represents the actual money put in, and at the 
present time, with the present increased cost of the duplication of 
plants, that plant could not be duplicated to-day for $80,000,000. 

Mr. Goodwin. Then, it would not be on the market for $80,000,000 
if you wanted to sell out, unless the Government wanted to take it 
over, and except for a generous impulse or spirit that you might 
have toward Uncle Sam you would not sell it for that price. I am 
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not speaking in irony at all, but I want to know whether you would 
take $80,000,000 for it. 

The Chairman. I think he went over that. 

Mr. Goodwin. I was net here at the beginning of his statement, 
and I do not know whether he stated that $80,000,000 was the present 
valuation of the plant. 

Mr. Davis. That is the actual cost. 

Mr. Porter. Is it likely that one of your subsidiar}^ companies 
would put in a bid ? 

Mr. Davis. We have no sjubsidiary company that makes anything 
except this one company which has not put in a bid. 

Mr. PoRiTiiR. Y( u have what you call manufacturing companies? 

Mr. Davis. We have the I'^nited States Aluminum Co.. 

Mr. Porter. And it has plants at various places over the country ? 

Mr. Davis. Yes, sir. 

Mr. Porter. Will none of those companies bid on these contracts? 

Mr. Davis. Xo, sir ; none cf them. 

Mr. Poritp:r. Suppose you shruld reach the point, and it is very 
likelv that vou will, when a bid will come in from one of vour sub- 
sidiarv companies: What about the propriety of your passing on the 
bid of ycur own companv? 

Mr. Davis. If I passed upon it as fairlv as I did upon this canteen 
job, in which I put in the aluminum at 274 cents per pound, which is 
substantially under the market, and then added thereto a less amount 
for fabricating than I would have added in selling it to anybody else, 
1 do not think there could be any verv great impropriety in my stat- 
ing that the sale to the Government at a less price than we would have 
sold it to anybody else, and at a less price than the Government could 
get from anybody else would be fair and proper. 

Mr. Porter. In fixing that price of 27| cents to the Government, 
did you take into coUvsideration the fact that you made this year a 
profit of 100 per cent 

Mr. Davis (interposing). That price of 27^ cents per pound was 
made up, as I have just explained, by taking a 10 years' average price 
and adding thereto 2 cents per pound. 

Mr. Porter. Have you any objection to furnishing the committee 
with these data : The amount of original capital stock from the date 
of incorporation; the date and amount of each increase; the actual 
amount of cash paid in originally, together with the actual amount 
of cash paid in at all of the subsequent increases ; and the dividends 
declared by your company, if any, for each year since its incorpora- 
tion ? Have you any objection to furnishing that information ? 

Mr. Davis. I have no objection whatever, except that I must say 
that, as to the amount of money originally invested, the records cov- 
ering the original $1,000,000 company are not available. Those books 
which were kept 30 years ago were lost many years ago when we 
moved our office, and it is on that account that I have been a little 
uncertain as to the exact amount of the cash which was put into the 
first $1,000,000 company, but I know that it was perhaps $750,000, 
or thereabouts. Beyond that I can give all of the information you 
ask. 

Mr. Porter. Is the original minute book of your company lost? 

Mr. Davis. Yes, sir ; all of the books which bear on this question of 
the amount of money and the amount of stock which went for patents 
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are not available. We have searched for them manv times, but have 
not been able to find them for many years. 

Mr. Sabath. You do not produce all of the aluminum in the 
United States, do you? 

Mr. Davis. We produce all of the new aluminum that is smelted. 

Mr. Sabath. But there is a large quantity of aluminum that is be- 
ing rerefined or resmelted every day? 

Mr. Davis. Yes. 

Mr. Sabath. There are a great many large refining and smelting 
establishments in the United States? 

Mr. Davis. Yes, sir. 

Mr. Sabath. How much of it is saved or reproduced annually — 
have you any idea ? 

Mr. Davis. That is a very difficult question to answer, but I think 
it is a fair statement to say that a very, very small percentage of 
aluminum actually disappears. 

Mr. Sabath. The reason I asked that question is that we have a 
smelting or refining establishment in our citv — Chicago. I think the 
name of it is the Great Western, and I think they produce a very 
large quantity of aluminum, lead, brass, and copper from waste. 
There are a great many such plants in the United States, so that you 
would not be the only one that would be furnishing aluminum. 

Mr. Davis. No, sir. 

Mr. M11J.ER. As I understand it, the primary matter before this 
committee is whether or not we should authorize the Secretary of 
War to issue permits after July 1 for this additional amount of 
power. Have you any statement to make relative to the need of your 
company for this additional power to enable you to furnish alumi- 
num to the consumers of it, and especially to the Government of the 
United States? 

Mr. Davis. It is very necessary, indeed, that there be some in- 
crease in the amount of aluminum that is produced. On the 1st day 
of May, 1917, we were about 30,000,000 pounds in arrears. It is 
always necessary that there be some arrears. Orders are placed 
which take a considerable time to manufacture, and people overorder, 
etc.; but, nevertheless, 30,000,000 pounds of arrears is an excessive 
amount and is a great detriment to the manufacturing industries of 
the United States that make aluminum articles or use aluminum, and 
it is very desirable, from the standpoint of the country, that the out- 
X3ut be, not only kept up to the present output, which can not be done 
unless the permit is granted, but that additional resources for the 
manufacture of alummum be forthcoming, and this we are working 
on as hard as we possibly can. 

Mr. Miller. You stated that you thought about 10,000 horsepower 
was being received by your company from these additional permits? 

Mr. Davis. Yes, sir. 

Mr. Miller. What would be the effect upon your capacity to fill 
those orders that you say are pending if that 10,000 horsepower 
were cut off? Could you make it up in any other way? 

Mr. Davis. No, sir; we are runnmg our plant full, and this 10,000 
horsepower would be an absolute reduction in the country's supply. 

Mr. Rogers. May I ask if all of your aluminum is made from 
water power? 

Mr. Davis. Yes, sir. 
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Mr. Rogers. Suppose you should be deprived of all water power 
at Niagara F9.IIS, for example, and you should continue to make your 
present output by means of coal-generated power, what — roughly 
speaking, of course — would be the additional cost put upon you in 
the manufacture of aluminum? 

Mr. Davis. Roughly speaking,,! suppose it would be 3 or 4 cents 
per pound. 

Mr. Porter. Mr. Davis, how do you pay your men at the Niagara 
Falls plant — ^by the day, hour, or piece* 

^ Mr. Davis. We pay so much per day of eight hours, and we have 
a double bonus, or dual bonus system. One of those systems pro- 
vides for an additional remuneration for length of service, and the 
other is based upon the amount of output. 

Mr. Porter. What percentage of your work is done by common 
labor ? 

Mr. Davis. Practically none of it. 

Mr. Porter. What is the average daily wage in your plant? 

Mr Davis. In these smelting plants, I suppose it would average 
about $3.25 for a day of eight hours. 

Mr. C. B. Smith. How many men do you employ at Niagara Falls? 

Mr. Davis. I should say at a guess about 3,000 men. 

Mr. Sabath. As chairman of that subcommittee, you do not award 
any contracts yourself? 

Mr. Davis. No, sir. 

Mr. Sabath. You simply recommend to the council as to the avail- 
able material and the most available men in the United States to 
furnish the Government its needs — ^is that right? 

Mr. Davis. Our work so far has not even been so intimate as that. 
All that we have done so far has been to advise the departments that 
a contract which is about to be placed, or which in the ordinary 
course of events would be placed, would, if placed at the quoted 
price, be obtained by the Government at what seems to us to be a 
normal or fair price, and would presumptively be finished on time, 
and that the material would be up to specifications. 

Mr. Sabath. You realize that your duties over there are to be of 
aid and assistance to the Government in securing its needs and also 
in securing them at the lowest possible figure? 

Mr. Davis. That is the smn total of our powers. 

Mr. Porter. Would it not be embarrassing to you if a bid from one 
of your companies, or one of your subsidiary companies, came in, for 
you to report that it was not one that should be accepted? Would it 
not be embarrassing for you, if a bid came in from your company or 
from one of your subsidiary companies, to say to the Council of Na- 
tional Defense that you did not think the bid ought to be accepted ? 

Mr. Davis. If it were conceivable that our company would quote 
a price to our Government which was not fair, it would be embar- 
rasssing for me to have to admit it. 

Mr. PoRTr>R. You never would admit it, would vou ? 

Mr. Davis. I would never make such a price. 

The Chairman. It is nearly time for the House to convene and 
there is an important matter coming up. I think we have pretty 
fully covered this matter, and we are very much obliged to you, 
Mr. Davis. 
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Mr. Charles B. Smith. If there is anything more desired, Mr. 
Davis can submit it for the record. 

Mr. HUDDL.E8T0N. I hope you will not forget to include a list of 
those subsidiary companies. 

Dr. Davis. I will do that. Can I say one more word? 

The Chairman. Certainly. 

Mr. Davis. I just want to say in closing that, entirely regardless 
of any other impression that I may have made upon the committee, 
I do hope that I have succeeded in convincing the committee that this 
alleged price of 60 cents per pound and this cost price of 7 cents per 
pound are so far out of the way from the truth that it ought not to be 
given any further consideration by the committee. 

Mr. HuDDLESTON. What is the highest price you have ever charged ? 

Mr. Davis. Do you mean the highest price we have ever charged 
under this system that 

Mr. HuDDLESTON (iutcrposing) . Under any system. 

Mr. Davis. We have charged as high as 60 cents per pound, but 
in making those prices we have made them after we had sold our 
product out and when we were obtaining a large supply in the open 
market from scrap, etc. 

Mr. Porter. Have y(JU any objection to furnishing a statement 
showing the total amount of sales for the last fiscal year? 

Mr. Davis. No, sir; not at all. 

Mr. Porter. And you might also add the total number of pounds 
or tons, whichever way you keep account of it. 

The Chairman. He gave that as 155,000,000 pounds. 

We are very much obliged to you for your statement, Mr. Davis. 

(Thereupon, at 12 o'clock noon, the committee went into executive . 
session, after which it adjourned.) 

(Additional statement by Mr. Davis follows:) 

Ai.i'MiiM'M Co. OF America. 

rittHhur<jU, Pa., June //, jnil\ 
Hon. H. I>. Fi.{K)D, 

Chairman Committee on ForcUjn Affaint, 

Souse of Representatives, Washington, J). C. 

Dear Sir: I can now reply to the three questions asked me at the hearinpr 
before your committee on the 7th. 

Replying to Mr. Rogers's question, the Aluminum Co. of America uses 4()<S1 
cubic feet for the power which it generates from the water supplied by the 
Hydraulic Power Co., and 683 cubic feet for the power which it receives from 
the Niagara Falls Power (V). 

Replying to Mr. Huddleston's (piestion, the following are the subsidiary com- 
panies of the Aluminum Co. of America : 

Republic Mining & Manufacturing Co.. and American Rauxite (^o.. which 
operate our bauxite mines in the (Teorgia-Alabama and the Arkansas districts. 
.resi)ecti\ely. Aluminum Ore (^o., which refines the bauxite for its final smelt- 
ing process. Electric (^arbon Co.. which makes the carbon electrodes for use 
in the smelting process. Alton & S<mthern Railroad, Bauxite & Northern Rail- 
way, and Massena Terminal Railroad Co., which are short roads serving our 
plants. Hannawa Falls Water Power Co., St. Lawrence River l*ower Co., 
Tallassee Power Co., Knoxville Power Co., Cedar Rapids Transmission Co., and 
St. Lawrence Transmission Co., which generate or transmit power to our 
smelting plants. Northern Aluminum Co. (Ltd.), which is our Canadian smelt- 
ing plant. The United States Aluminum Co., the Aluminum Cooking Utensil 
Co., and Aluminum Seal Co., which fabricate various articles out of aluminum. 
Massena Electric Light Co., Pine Grove Realty Co., Potsdam Electric Light Co., 
St. Lawrence Water Co., and St. Lawrence Power Co. (Ltd.), which serve light 
or water to communities In which our plants are located. 
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Replying to Mr. Porter's first question, the status of the company as formed 
in 1890 with authoHzed capital stocit of $1,000,000 Is described in ray testimony. 
In 1899, $fiOO,000 and in 1904, $1,200,000 was paid in cash Into the treasury of 
the company. 

Tnasmucli as the actuai investment, however, lias been at all times substan- 
tially in excess of the authorized capital, the percent of dividends on the invest- 
ment Is much smaller than the percentages shown. Following is the statement 
of dividends paid : 
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Il**lil>iiiK ti) Mr. Porfei''s Mecoiul queMflon, the Alomluum (>>, of America in 
the year 1fll6 sold 86..'iS9,774 poiui<ls of uiunilniini for $25,940,427.36. which you 
will note in-oduces nn Jiverace prUf of 29.96 cents |ier imiind. an was stateil In 
my testimony. 

In ailtlitinu. tlie Alumlmini Vn. of Anieiica supiilieil to the I'nifeil States 

Aluminum C!<i.. 243:!1.061 ixiuaiis. which was fuhricnted liy tiiiit coniiiiiny. soiii 

in lifrge measure hy the piece, comliiiieil with other ninterials. etc., so that it Is 

impossible to state the exact iictce receiveil attrihutable to the iilunihuim Itwelf. 

Yours, very triiiv, 

Akthi-b v. VwiH. I'lmtdpiit. 

Tvetters from the Chief of EiiginetTs, T'nited States Aitny, follows: 



Thi 



M-nnhiiiiitiii. 



li. v.in. 






Hoiim- of Rc]irfKf-iitii.ti rm. 
It the heiirtus; of May 'i"), IfllT, in ivKiird t<) the iiroimseil extension of i 
e."!olutioii 4ii, Sixty-fourth t'oustress, approved Juuuar): 19, 1917, au- I 
tliorlziiiit the Hi-civtary of Wav to liwiie tj*niiH)rar\ iieriiiits ftir additional diver- I 
slous of water from the Xiupira Ittver, liimdries were made. Init not fully 
answered, as to what pin-tie^ aif ^rettinj; the additional iM)wev Reneratwl under ■ 
the iiennits Issued pursuant to the authority contained in said resolution, the 
amount belnf; use<l hy the variou!i LMmiuinies manufat-turlnfc war ninterinl. the 
prices chartteil for the additional iwwer. and also as to the extent of the witli- 
drawal of the p'>wer being exported from Canada. By way of supptementliif; 
tlie remarks made at the hearing, the following Information is fnrnishetl for 
the use of the committee. 

The fiata on file in the department sliows that the additional power generated 
by the permittees is being distributed to the following companies : 

Niafcnru Falls Power Co. ; Union Carbide Co., The Carborundum Co., Oastner 
Electrolytic Alkali Co., Niagara Electrochemical Co., Hooker Electrochemical 
Co., Aluminum Co. of America, Acheson Gniphlte Co., Oldbur^' Electrochemical 
Co., Niagara Alkali Co., Star Electric Co., Norton Co. 

Hydraulic Power Co. : Aluminum Co. of America. Electro Metaliurgicai Co., 
Hooker Electrochemical Co., Niagara Alkali Co., Oldbury Electrochemical Co.,. 
Titanium Alloys Manufotlnring Co., United States Heat & Light Corporation. 
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The additional power furnished by the Niagara Falls Power Co. is trans- 
mitted to its customers on the same lines with that Imported from Canada and 
with the power generated with the diversion allotted to the company under the 
provisions of the Burton Act. For this reason and on account of large fluctua- 
tions in the demand, it is difficult to determine the amount of the additional 
power furnished to each customer, and that data has not been obtained. Of the 
additional power generated by the Hydraulic Power Co., the Aluminum Co. of 
America receives 15,000 horsepower, the Electro-Metallurgical Co. 12,000 horse- 
power, and the other customers receive quantities ranging from 2,300 to 500 
horsepower. 

While the resolution placed a limit upon the amount of power that may be 
generated under its authority it did not clothe the Secretary of War with the 
power to inquire into the uses to which the power was put, nor the prices 
charged for same. It appears, however, from special inquiry and investiga- 
tion, that the products of all the companies receiving the * additional power 
are used wholly or in part for war materials and that the prices of both of 
the generating companies are the same as for power generated prior to the 
issuance of the temporary permits. The price of the Niagara Falls Power Co. 
depends, it is understood, upon the age of the contract, all late contracts being 
for $20 per horsepower. The Hydraulic Power Co. sells power to the Alumi- 
num Co. at $8 to $13 on the turbine shaft. The rates to its other customers 
range from $14 to $20 per horsepower. 

With regard to the extent of withdrawal of Canadian power, the present im- 
portations average about 109,000 horsepower. The Canadian restrictions have 
affected only the (^anadlan Niagara Power Co., whose exportation is 23.500 
horsepower less than a year ago. There has been no material reduction in the 
supply of power from Canada since December, but the ('anadian Niagara Power 
Co. expects further restrictions in the near future. 
Very respectfully, 

W. M. Black, 
Brigadier Oeneralj Chief of Engi/neers. 



Wab Depabtmbnt, 
Office of thb Chief of Engineebs, 

Washington, June 11, 1917. 
Jlon. Henby D. Flood, 

Chairman Committee on Foreign Affairs, 

House of Representatives. 
My Deab Sib : Referring to the hearing had before your committee on the 25th 
ultimo in regard to proposed legislation to extend the temporary permits for the 
diversion of water from the Niagara River because of the urgent need of power 
on the American side, and to my letter of June 6 on the same subject, I am 
inclosing herewith for your information copy of a letter from the Hydro- 
Electric Power Commission of Ontario to The Canadian Niagara Power Co.. 
dated June 5, 1917, requesting an additional 4,000 horsepower on and from 
June 15. The letter has just been received from Mr. Philip P. Barton, vice 
president and general manager of the Niagara Falls Power Co. 
Very respectfully, 

W. M. Black, 
Brigadier General, Chief of Engineers. 



The Niagara Falls Power Co., 

Niagara Falls, June 7, 1917. 
Lieut. Col. C. Keller, 

Office of the Chief of Engineers, Washington, D. C. 

Deab Sir : Herewith I send you for your information copy of communication 
dated June 5, 1917, just received from the Hydro-Electric Power Commission 
of Ontario. 

Very truly, yours, 

Philip P. Barton, 
Vire President and General Manager. 
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Hydbo-Electric Power Commission of Ontario, 

190 University Avenue, 

Toronto, June 5, 1911, 
The Canadian Niagara Power Co., 

Niagara Falls, Ontario. 

Gentlemen : I am directed by the Hydro-Electric Power Commission of 
Ontario to ask your company to supply the commission with an additional 
4,000 horsepower on and from the 15th of June, instant, mailing a total of 
50,000 horsepower, which will be required continuously. 
Kindly aclcnowledge receipt. 
Yours, truly, 

W. W. Pope, Secretary^ 
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